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An Inter-Allied Trade Board is being 
ablished by the Far Eastern Commis- 
jon to make recommendations on Jap- 
se imports and exports. The Board, 
which will meet in Washington, is to 
etermine the disposition of Japanese ex- 
ports. What Japan is to be allowed to im- 
port, in addition to food, also is to be 











must be approved by the Commission. 
°° Oo 


As a result of the maritime strike, 
shipments of coal from the U. S, to Euro- 
pean countries dropped to a little more 
than half the amount allocated for export 
during September. Europe received 
1,170,426 tons, the principal recipients 
being France with 400,027 tons, Italy 
319,439, Belgium 162,244, Holland 139,- 
239, Sweden 99,632, and Denmark 91,- 
145. Shipments for the six months ending 
September 30 totaled 8,385,452 tons. 


o oOo Oo 


The British Board of Trade is stimu- 
lating exports by allowing firms exceed- 
ing quotas on overseas shipments to make 
additional domestic sales. The program 
was used experimentally in the cosmetic 
industry and now will be expanded to 
include others. British exports of cos- 
metics already have passed the 1946 goal 
of $10,000,000 and may reach $16,000,- 
000 before the end of the year. For ex- 
ceeding export quotas, 95 firms have been 
allowed to sell an additional $4,000,000 
worth of cosmetics domestically. 


o 0 Oo 


Norway has placed orders for more 











than $340,000,000 worth of merchant 
ships in the rebuilding of her fleet, one 
of the world’s largest before the war. 
Orders recently have been placed with 
Swedish shipyards for four 24,000-ton 
tankers. When completed, these will be 
among the world’s largest cargo vessels. 


o 0 90 


Australia and New Zealand have in- 
vited Great Britain, France, Holland and 
the United States to a conference to be 
held in Australia early in 1947 to plan 
the economic development of the Pacific 
islands. A commission, similar to the 
Caribbean Commission, is to be set up to 
consider matters of native welfare and 
commercial expansion. Military and legal 
questions are not to be considered. 


© 0 Oo 
France is rebuilding its oil refineries to 


handle a greater amount of petroleum 
than ever before. Nearly all refining fa- 
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cilities in France were damaged badly 
during the war, and output only recently 
has reached 50 per cent of the 1938 level. 
Modern processing equipment is being 
purchased in the U.S. In the meantime, 
France is saving approximately $3 a ton 
by importing crude oil from Iraq, instead 
of buying refined petroleum products. 


oo 9 


The United States now has succeeded 
Great Britain as the biggest consumer of 
Australian wool. While Britain last year 
took three times as much wool as the 
U.S., in two months this year 275,000 
bales were shipped to the United States 
compared to 194,000 to Great Britain. 
During the period, Australia exported a 
total of 795,000 bales, valued at $105.,- 
000,000. Canada, India, Belgium, Brazil, 
France, Italy, Mexico, Sweden and Tur- 
key also were purchasers. 


o oOo 9 


Denmark is building a nation-wide 
system of permanent air raid shelters, 
and Norway soon may do the same. Both 
countries are planning multistory shelters 
far below the earth’s surface. Each will 
hold several thousand persons and will be 
used for parking autos in peacetime. 


o 0o 90 


South Africa is planning to spend more 


than $300,000,000 for the development 


of railways. New lines are to be built. 
Several of the existing systems will be 
double tracked and electrified. New sta- 
tions will be constructed at Capetown, 
Johannesburg, Durban and Port Eliza- 
beth. Additional facilities for marshalling 
yards are planned. A trade mission from 
South Africa is visiting Britain and the 
U.S. now to purchase equipment. 


o 0 °O 


Britain and France are lifting the re- 
quirement of visas for travel between the 
two countries. This is the first step in 
Foreign Minister Ernest Bevin’s plan to 
eliminate all restrictions on world travel. 
Negotiations are going on now between 
Great Britain and other European coun- 
tries for the elimination of passport and 
visa requirements. 


o 0 Oo 


The Russian zone of Germany now is 
sending goods to Poland in exchange for 
material needed for industrial revival. 
Eastern Germany has been sending po- 
tassium carbonate and synthetic gasoline 
to Poland during the last six months. Po- 
land is shipping coal, coke, benzol and 
napthalene to the Russian zone. 


RuSsian scientists predict that Soviet 
production of iron ore will increase five- 
fold in the next five years, while coal out- 
put will be four times greater. Discoveries 
of rich coal and ore deposits in the Arctic 
and subarctic regions are counted upon 
to aid in the increase of production. Rus- 
sian scientists now are devoting consider- 
able effort to the development of new 
mining techniques for the Arctic. 


o 90 °O 


Argentina has offered Denmark a new 
trade agreement. Under the pact, Argen- 
tina would advance a credit of $10,000,- 
000 for the purchase of feed for livestock. 
In return, Denmark would ship machin- 
ery to Argentina. Denmark also is opening 
negotiations for a new agreement on trade 


with Finland. 


o oo 90 


Great Britain is spending $184,000,000 
on the improvement of telephone service. 
New telephones are being installed at the 
rate of 75,000 every month, more than 
twice the prewar rate. However, London 
still has a long way to go to catch up with 
New York. In 1944, only 12.2 per cent of 
the population of London had telephones 
while 27.6 per cent of the population of 
New York City had them. 


oo 90 


In an effort to increase the imports of 
food into Spain, a new agreement on 
trade recently has been concluded with 
Argentina. Under this pact, Argentina is 
to ship meat, cereals and other foods to 
Spain in exchange for iron, machinery 
and raw materials. 


o 0 °O 


China is to purchase merchant vessels 
from the United States in an attempt to 
restore her coastal shipping. The Chinese 
Government has loaned money to a pri- 
vate firm to facilitate the development 
of shipping to supplement overland routes 
that were damaged badly in the war. In 
addition to the coastal lines, a new route 
will be opened between China and For- 
mosa. 


oo Oo 


Australia plans to spend about $10,- 
000,000 for a new aluminum plant de- 
signed to make the country independent 
of outside sources. The plant will be built 
in Tasmania to take advantage of the 
abundant hydroelectric power. Large sup- 
plies of bauxite are available in that state 
and adjoining areas. The Australian Gov- 
ernment has allocated additional funds for 
the development of the bauxite sources. 
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In these days of skyrocketing prices, it is pleasant to reflect that 
you still can get a ferryboat ride from Europe to Asia for 5 cents. 
That's the price of the voyage across the Bosporus, a narrow strip 
of historic water that separates two continents, from Istanbul in 
European Turkey to Uskiidar in Asiatic Turkey. This week’s “Photo 
Report,” beginning on page 29, gives you a good look at the Straits, 
which include the Dardanelles and the Bosporus, in pictures. It aids 


in visualizing why that waterway is considered vital by Russia, Turkey 
and the Western nations. 
+> ~ + 


World strategy, 1946, is somewhat different from the world strategy 
of the days before World War II, when the world was cut to a well- 
known pattern. What were world powers have expanded, shrunk and 
disappeared. New nations have been penciled in on world maps, 
and old nations have been rubbed off. In the swirl of world politics 
and war's aftermath, some nations have gravitated in one direction, 
some in the other direction, creating a weird new pattern. To bring 
the somewhat distorted picture into an understandable focus, we have 
made an analysis of the situation, which will be found on page 26. 

* * * 

In view of the considerable ruckus kicked up by the pros and 
cons of proposed unification of the armed forces of the United States, 
you may be interested in what the British are doing about that ques- 
tion. Dispatches from E. J. Drechsel, staff correspondent of World 
Report in London, provides a clear-cut explanation of British views 
and what the British are doing to redesign their defense machinery in 
the light of lessons learned in World War II. For that story, turn 
to page 14. 

* * * 

Everyone mentioned in an old rhyme for children, plus housewives, 
bankers, storekeepers and bridge addicts, will be interested in our 
report on page 7 on negotiations in the Netherlands East Indies, 
where native Nationalists and the Dutch are trying to strike a bargain. 
On the success of the negotiations and a peaceful settlement of the 
problems of the East Indies depends how soon you'll get more fats 
for soap, more sugar, more tea and more of many other products grown 
on those lush islands and now in limited, or very short supply. 

* * * 

Front-page stories that the United States had requested Soviet 
Russia to settle its Lend-Lease account came as no surprise to World 
Report's cover-to-cover readers. In “Intercepts” in our October 15 issue, 
we had a “scoop” on that story and followed it up in our October 22 
issue with a comprehensive analysis of the categories of military and 
nonmilitary supplies the United States shipped to Russia. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of October 29, 1946 
Volume 1, No. 24 


Inside of the biggest story now in the Far East: 
Crack-up in China definitely is too sharp for any rapid mediation. 
Opportunity for General Marshall to act as a broker is less than ever. 
Chiang Kai-shek is in a mood to have it out with the Communists, to advance 
with his armies, opening up roads, rail lines and communications for his side. 
Chinese Communists are intent on resisting, building up more in the areas 
they dominate, offering land distribution and nationalization as their formula. 
Net result appears to be that Chiang will go his way, the Communists theirs. 
There is a rather strong prospect that fighting will increase, will spread 
until the force of Chiang's momentum is spent, until he is overextended or some 
of his generals in North China drift away and go into business for themselves 
as war lords. At a point in the future, there is a good chance of exhaustion on 
all sides, of a weariness, not yet apparent, that will make mediation feasible. 
In this situation, General Marshall inclines toward returning, for the present, — 
to the U.S., even to reducing and conserving U.S. forces in China for an effec— 
tive moment ahead. That's the outlook unless Russia should intervene in strength. 
You get the story of the U.S. repatriation of Japanese on page 20. 

















Looking at the European scene, this much needs to be kept in mind: 

Russia has pretty much what she wants in the Balkans and isn't yielding. 

U.S. holds better cards to play in Italy, to keep Trieste from Yugoslavia. 

Shifts in that line-up aren't likely, despite hopes expressed at Paris. 

In other words, the Balkan states are living inside the front lines of the 
Soviet Army, and the U.S. and Britain are doing the policing at Trieste. That's 
the way it's to remain for awhile, a standoff for each side. 








What's now becoming more apparent is this: 

Peace, on a formal basis, depends on a settlement of larger issues. 

Future of Germany, in the heart of Europe, is the big problem to solve. 

It's to be the real decision, the place where Russia and U.S.-Britain will 
have to decide whether they prefer to go it alone on the basis of their own 
blocs, or to pay a price for getting Europe into operating order. 

Poor results of peacemaking on a piecework basis now are recognized by 
Secretary Byrnes in his public reference to continued, if not increasing, tension 
between the U.S. and Russia. You get the text of his speech on page 435. 











In some of the other fields where things are happening..... 
Britain is having serious troubles in getting enough man power at work. 





(over) 
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WORLDGRAM-=-- (Continued) 


Basic point is that Britain's population, at working age, is diminishing. 

Young people are not reaching working age as rapidly as older people are 
reaching retirement age; are losing their productive capacity. 

Gradually, there will be fewer people to produce goods and more people to 
be supplied with goods. Output per worker must increase to close the gap. 

It's that sort of problem that is giving the Labor Government ammunition to 
go forward with planning and more planning; to tighten up on the governmental 
organization and concentrate power in the hands of a high command in the Cabi- 
net. You get an analysis of the man power problem in a dispatch on page 10. 











There's a new and troublesome turn of events in India..... 

Entry of organized Moslems into a Hindu Cabinet isn't what it seems to be. 

Idea had been that Moslems would share responsibility with Hindu leaders, 
would operate jointly to run India, putting Britain's Viceroy on the side lines. 

That sounded fine. The only difficulty is that the scheme isn't working. 

Organized Moslems are taking Cabinet seats as an independent, tightly-knit 
minority; in effect, an opposition bloc at the source of power. 

Moslem tactics tend to be obstructionist; tend to appeal to Viceroy Wavell 
to act as a referee, to cling to a concept of a divided India. 

It now turns out the Moslems had become alarmed over signs the Hindus were 
finding a basis for getting along with Britain. Growing co-operation between 
Indian capitalists and Britain in joint chemical and automobile enterprises also 
aroused Moslems. For the worst outcome, in Moslem eyes, would be a bargain sub-= 
ordinating Moslem farmers to Hindu moneylenders. Only net gain just now is an 
avoidance of civil warfare. The struggle over India enters another phase. 














Elsewhere in Southeast Asia there is better newSeeee. 

Dutch negotiators are nearing a settlement with Indonesian nationalists. 

Truce in fighting already is in effect;really is a preliminary to a deal 
whereby self-government would be granted Java and Sumatra in return for economic 
arrangements favorable to the Dutch on a long-term basis. 

You get the significance of this development in a dispatch on page 7. 

Rice shortages in Malaya are being eased by a decision to curb exports from 
Siam to China; to divert the proceeds to needy areas close at hand. 

In general, things are beginning to straighten out on rubber plantations, in 
the rice fields and in the copra regions. Optimism, however, is of a limited 
nature because incentive goods, textiles, still are desperately short. 





When it comes to the situation in South America..... 

Venezuela is out to set an example for her neighbors, to demonstrate her 
ability to choose a new President in orderly, democratic fashion. 

Approaching election is to redeem a pledge from revolutionary leaders to 
Stand aside after one year's rule; to invite political opposition. 

Army is to police the balloting; is to see that approximately 1,000,000 out 
of a population of 4,000,000 get a fair chance to vote. 

Suffrage is being granted all Venezuelans 18 years of age, including women.: 

Economic issue, uppermost in Venezuela, is regulation of her oil resources. 

Present prospect is that Accion Democratica, a progressive party organized 
out of the 1945 revolution, is to carry the election, but there is competition 
both from Communists and Conservatives. Actual selection of a new President is 
to be made by a new Congress, which also will draft a constitution. 
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RUSSIA’S VETO POWER REAPPEARS 
AS STUMBLING BLOCK TO PEACE 


Smail nations of the U.N. line up 
in fight against proviso that can 
void the treaties drawn up at Paris 


The big-power veto, by means 
of which one nation can thwart the will 
of a score of others, now is to-be brought 
out into the open for critical examina- 
tion by the United Nations. 

Russia’s top diplomat and cham- 
pion of the veto, Vyacheslav Molotov, is 
preparing himself to take on all comers 
when the issue is raised by smaller 
countries in the General Assembly of 
the United Nations, meeting in New 
York. At Paris, a smaller group of 21 na- 
tions completed 79 days of work on five 
peace treaties only to hear threats that 
a Soviet veto might kill some of their 
most important decisions, 

Thus the big-power veto, the 
most controversial provision in the U.N. 
Charter, emerges once more to create dis- 
cord among the Allies. Question is 
whether the members can either make 
peace by treaty or maintain it through 
the U.N. in the shadow of the veto. 

Molotov put the world on notice, as 
the peace sessions ended in Paris last 
week, that Russia disapproved of most 
of the changes made by the 21-nation 
Conference in the treaty drafts as orig- 
inally prepared by the Council of Foreign 
Ministers, representing the Big Four. He 
implied that the Soviet veto would be 
applied to these changes when the 
treaties come before the Ministers’ Coun- 
cil for final action in New York beginning 
November 4. 

Not content with that, Molotov also 
left the impression that he would fight 
any attempt in the General Assembly to 
marshal world opinion against the right 
of the big powers to the veto. A pro- 
longed debate in the Assembly now, on 
the eve of the meeting in which the Min- 
isters of Russia, the U.S., Britain and 
France are to give the treaties a final 
going over, might not provide the best 
possible setting for exercise of the veto. 


The Soviet Minister is expected, conse- 
quently, to lay down a heavy barrage 
against any attack on the veto inaugu- 
rated by the small countries. 

@ An attack on the right of the big 
powers to the veto is, nevertheless, a cer- 
tainty in the current session of the Gen- 
eral Assembly. The question appears on 
the agenda in three places. Australia put 
it there once, and Cuba insists that it 
come up in two forms. 

Ultimate aim of some of the smaller 
nations apparently is to abolish the veto, 
to make all members equal, at least in the 
sight of the law as written m the U.N. 
Charter. But since this would require an 
amendment to the Charter that would 
have to be concurred in by the five na- 
tions now possessing the right of veto, 
no one expects this to happen right away. 


—International 


FOREIGN MINISTER MOLOTOV 
Russia’s champion of the veto 


Immediate purpose of the debate on 
the veto, therefore, seems to be what the 
Russian diplomats suspect it to be: an 
attempt to whip up world opinion against 
the right of the big powers to the veto, 
with the intention of discouraging its use. 
Russia, alone of the Big Five, has used 
the veto and threatens to do so again. 
q In the Assembly, the veto argument 
tops an agenda already crowded with 53 
items, several of them almost as contro- 
versial, some of them to be influenced 
by the line-up for or against modifying 
the contested provision. 

Members of the Assembly will take 
up such important issues as trusteeships, 
Russia's request for a census of Allied 
troops in friendly countries and Soviet 
charges that Iran, Greece and Spain are 
threats to world peace. But dominating 
all of these is the veto. On some issues, it 
already has been used by Russia before 
the Security Council. 

It is in this atmosphere that the For- 
eign Ministers will meet next month for 
their final work on five peace treaties. 

@ At Paris, the deliberations of the 21 
nations did nothing to smooth the way 
for the General Assembly, composed of 
51 members. The Paris Conference was 
not a failure, U.S. Secretary of State 
James F. Byrnes insisted on his return to 
Washington, but there were sharp differ- 
ences of opinion which, he said, the peo- 
ple of the world ought to know about. 

Accomplishments at Paris were the ap- 
proval, by the 21 nations present, of 
peace treaties with Italy, Romania, Hun- 
gary, Bulgaria and Finland. This is the 
first fruit of 15 months of peace confer- 
ences, as shown in the chart on page 6. 

Failure at the 21l-power conference 
came in the inability to agree on issues 
long in controversy and to achieve closer 
co-operation between Russia and the 
West. General agreement on most ques- 
tions of importance was the exception 
rather than the rule. Co-operation be- 
tween the Soviets and the Western 
powers disappeared in a cleavage that 
Secretary Byrnes admitted was “a con- 
tinued if not increasing tension.” 

Residue of the Paris Conference 
seemed, on examination, considerably 
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@_ Potspam 

July 17-Aug. 2, 1945 
Big Three lay down rules 
for governing Germany and 
extracting reparations and 
instruct Foreign Ministers to 
draft peace treaties. 


WASHINGTON 
November 10-15 
U. S., Britain and Canada 
agree to share control of 
atomic bomb with U.N., pro- 
vided “‘enforceable safe- 


guards” are established. 


@ _ Lonpon 
Dec. 10-Feb. 15, 1946 


General Assembly of United 


Nations holds first meeting, 
organizes, agrees on U. S. 
as headquarters and sets up 
atomic energy group. 


GENEVA 

April 9-18 
League of Nations is for- 
mally dissolved. Plans are 
made to transfer assets and 
responsibilities, including 
mandated areas, to U.N. 


PARIS 
June 15-July 12 
Council of Ministers drafts 
peace treaties for minor 
enemies, but not Germany, 
and finally agrees to per- 
mit other Allies to comment. 
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@ _LoNpDoN 


Sept. 11-Oct. 2 
Diplomats of Big Five (U.S., 
Russia, Britain plus France 
and China) disagree on how 
many powers, and which 
ones, should dictate peace. 


MOSCOW 
December 15-27 
Big Three Foreign Ministers 
decide Big Five must have 
final say on peace treaties; 
put U.S. occupation of Ja- 
‘pan under Allied Council. 





@ NEW ork 


March 25 to date 
Security Council of U.N. de- 
bates whether threats fo 
peace exist in Iran, Greece 
or Spain; Russia is first of 
Big Five to try out veto. 


PARIS 
April 25-May 16 
Diplomats of U. S., Britain, 
Russia and France again 


disagree on which powers’ 


should write peace treaties 
with which ex-enemies. 


PARIS 
July 29-October 15 
Twenty-one Allied nations 
disagree on peace terms 
for Italy, Romania, Bul- 
garia, Hungary, Finland; 
East-West split widens. 
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more significant than the approval of 
five treaties. Reason for this is that ap- 
proval by the 2l-power Conference is 
merely advisory. It is subject to the fina! 
vote of the Council of Foreign Ministers, 
in which only four powers—Russia, Brit- 
ain, France and the U. S.—may take part. 
Any additions made at Paris to the orig- 
inal drafts of the treaties, even additions 
that received a two-thirds majority, still 
may be vetoed by any one of the four 
powers represented in the Council of 
Ministers. 

@ Issues not finally settled at Paris, and 
certain to plague the meetings of the 
Foreign Ministers in New York, are 
these: 

Trieste remains a bone of contention 
despite a two-thirds vote at Paris sup- 
porting international control of this dis- 
puted port, which has been taken from 
Italy but not given to Yugoslavia. There 
is agreement on the territorial line be- 
tween Italy and Yugoslavia but not on 
the form of government for Trieste and 
its environs. Russia prefers a high degree 
of local autonomy. The Western powers 
prefer close supervision by the U.N. 
Security Council, fearing that local au- 
tonomy will’ mean Yugoslav intervention 
and ultimate seizure. Molotov has hinted 
that Russia may veto the Paris decision. 
Yugoslavia, for her part, says she will 
not sign the Italian treaty of which the 
Trieste settlement is a part. 

The Danube, most of which is now 
under Soviet domination, seems likely to 
remain so despite several two-thirds ma- 
jorities at Paris in favor of opening navi- 
gation on the river to all nations and 
requiring that countries in that area per- 
mit international trade without discrimi- 
nation. As in the case of Trieste, Molotov 
criticizes the Paris decisions as unsound 
and as another example of an attempt 
by the United States to dominate Europe. 
Thus, a veto by Soviet Russia is in pros- 
pect. 

Reparations were in controversy in 

each of the five treaties. The U.S. at- 
tempted to pare down the amounts, 
while Russia in most cases endeavored 
to maintain or raise them. Whether the 
Council of Ministers will make further 
changes at New York is in doubt. 
@ Progress toward peace cannot be 
made until these and still other issues 
are settled one way or the other. The 
biggest problem of all—a peace treaty 
for Germany—then remains. Only after 
the treaties for the five smaller ex- 
enemies are disposed of can the Council 
of Ministers tackle Germany. But here, 
too, the big-power veto can prevent a 
settlement, or even talk about a settle- 
ment, if any one of the Big Four chooses 
to exercise the veto right. 

The question is whether the opinion 
of the world, voiced in a General Assem- 
bly debate, can silence the big-power 
veto and expedite the Allies’ snail-like 
progress toward peace. 

















DUTCH BACK DOWN 


IN THE EAST INDIES 


The Netherlands shows willingness 
to grant independence in return 
for retention of economic control 


Reported from BATAVIA 
and WASHINGTON 


The Netherlands Government 
and the Indonesian Republic now are 
displaying willingness to work together 
and iron out their differences. 

Important concessions have been 
made by both sides and more are com- 
ing. The Dutch now show signs of readi- 
ness to grant political independence to 
50,000,000 Indonesians on the Islands of 
Java and Sumatra, if in turn they receive 
assurance of an economic agreement that 
is favorable and long term, 

Behind the improved relations is a race 
against time. By November 30, the Brit- 
ish will withdraw the last of their occu- 
pation troops from the Indies. If the 
Dutch and Indonesians haven't con- 
cluded an agreement by then, there is 
a strong possibility of an explosion and 
bloodshed. 

@ The Indonesians want their war-born 
Republic to be recognized and assisted 
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LORD KILLEARN 
Umpiring Dutch-Indonesian dispute 





by the Dutch. They insist it includes not 
only the Island of Java, as already agreed 
to by the Dutch, but also the oil-rich 
Island of Sumatra. The Indonesians are 
willing to return to the Dutch their pre- 
war possessions but want an increased 
share of the wealth to remain in the 
Indies. 

Sutan Sjahrir, Premier and chief nego- 

tiator for the Indonesians, has withdrawn 
his opposition to the Dutch strengthen- 
ing their garrisons in the East Indies. He 
has assurance that the troops won't be 
used against the interests of the new 
Indonesian Government. Sjahrir also has 
been convinced he may need the Dutch 
troops to prevent extremist elements 
from overthrowing the still unstable 
Republican Government. 
@ The Dutch want to remain in the 
East Indies, keep a firm grip on their 
portion of Borneo and the copra-produc- 
ing islands known as the “Greater East” 
and retain at least limited economic and 
military control over the islands of Java 
and Sumatra. 

Holland needs raw materials from the 
Netherlands East Indies to carry out her 
reconstruction aims. Losses in commerce 
with other countries, as a result of 14 
months of spasmodic civil war, already 
have exceeded $1,000,000,000. During 
the fighting in the Indies, other countries 
of Southeast Asia have placed on the 
market, at premium prices, the vital raw 
materials that Japanese occupation had 
long shut off from the outside world. 

@ The British want a peaceful East 
Indies and establishment of a stable gov- 
ernment just as soon as possible. They 
fear if a shooting war were to break out, 
it might spread to nearby Malaya, stra- 
tegic center of Britain’s Empire in the 
Far East. 

London ordered Lord Killearn, its 
special commissioner to Southeast Asia, 
to conduct the Dutch-Indonesian negotia- 
tions. He is in Batavia to force a settle- 
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ment of political differences that en- 
danger the rehabilitation of one of the 
richest sections of the globe. 

@ The world wants the raw materials 
of the East Indies. Java and Sumatra 
produce such scarce items as _ sugar, 
spices, drugs, vegetable oils, tea, tapioca, 
petroleum and rubber. 

Sugar, in huge quantities, is in the 
interior of Java. Dutch authorities are 
confident they can provide at least 600,- 
000 tons of surplus sugar stocks for 
export, once law and order is restored. 

Cinchona bark, which is processed into 
quinine, is in growing demand, and there 
is a large supply of it in unpacified sec- 
tions of Java. 

Oil was the No. 2 prewar export of 

the Indies, and 70 per cent of it came 
from the Island of Sumatra. Oil fields 
and refineries on Sumatra are in fair 
condition, but there has been no produc- 
tion. 
@ Recent progress in the negotiations 
has been encouraging to both sides. A 
truce, calling for cessation of more than 
a year of fighting, has been signed by 
representatives of Queen Wilhelmina and 
the Indonesian Republic. 

Evacuation of Dutch and Eurasian in- 
ternees from the interior of Java, halted 
by the Indonesian Republicans in an 
effort to force the Dutcb to stop bring- 
ing military reinforcements to the Indies, 
has been resumed. 

Crucial issues still are to be decided, 
but the outlook is promising for 50,- 
000,000 Indonesians to get their inde- 
pendence and the Dutch to retain their 
economic control of the rich East Indies. 
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FRENCH WANT INTERNAL TRUCE 


TO HASTEN ECONOMIC RECOVERY 


Clear decision for majority parties 
necessary to provide stability. New 
Constitution still is an election issue 


Reported 
from PARIS 


The French now are to complete 
the structure of their new republic. 

The electoral campaign to choose 
an Assembly is tense and laced with 
issues of world-wide consequence. Gen. 
Charles de Gaulle stands behind the 
scene, warning voters of the dangers of 
war and the threat of Communist dic- 
tatorship. French Communists are Mos- 
cow’s strongest ally in Europe, and they 
are out to win control of the new parlia- 
ment. They accuse De Gaulle of having 
his own aspirations toward dictatorship. 

Despite the intensive campaign- 
ing, there is danger of apathy among the 
voters. The French have voted six 
times in little more than a year. By their 
actions they have shown that they want 
a political truce to clear the way for eco- 
nomic planning. 

To get such a truce, the voters have 
elected two constitutional Assemblies and 
twice have voted on drafts these assem- 
blies produced. The second draft was 
adopted this month by little more than a 
third of the electorate. 

The voters impatience with their rep- 
resentatives was clear in this referendum. 
De Gaulle, one man living in a village 
250 miles from Paris, upset two major 
parties by opposing the draft constitution 
they supported. 

The referendum showed that De 
Gaulle is still a figure of world-wide im- 
portance. It also demonstrated the new 
Constitution to be no more than a poor 
compromise, a desperate effort to please 
all parties but actually pleasing none. 

Beneath the surface flotsam of person- 
alities and parties, opportunists and 
partisans, is a strong flood. The stability 
of France rests on an electorate deter- 
mined to have the maximum of economic 
security and the minimum of political 
bickering available in the democratic form 
of government they created. 

@ An economic truce literally has been 
forced upon the political parties by an 
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aroused electorate of workers conscious 
of their power at the polls and in their 
own unions. 

Planning is in the hands of an eco- 
nomist, Jean Monnet, a member of no 
political party. He heads an office of ex- 
perts who set priorities and targets for 
French production under a five year plan. 
For a year, the unwritten law of political 
parties has been to refrain from tinkering 
with Monnet’s work. 

Progress in planned recovery is the 
reason for the voters determination to 
keep this part of their new state out of 
the hands of politicians. For the same rea- 
son, the French Communists, who have 
contributed much to the success of the 
plan by keeping strict discipline in the 
unions they control, hold a large slice of 
labor's vote. 

Monnet'’s plan, in its earliest stages, en- 
abled the French to get $650,000,000 in 
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THE FRENCH GO TO THE POLLS 





new credits from the U. S. On the basis of 
progress in French recovery, the British, 
also fortified by a big loan from the U. S., 
agreed to turn the $400,000,000 due 
them from France into a one-half of 1 
per cent loan. Chances are that the 
$500,000,000 loan France now seeks 
from the World Bank will be granted 
and will prove sufficient to balance the 
budget in 1947, to reduce the Govern- 
ment deficit and to provide a strong start 
on modernizing the nation’s antiquated 
industry. 

Such matters are over the heads of 
most Frenchmen. But the success of 
planning is brought home to them in 
terms they can understand—plenty of jobs, 
25 per cent salary increases, more food, 
more coal. Coal production, once the 
main bottleneck of French economy, now 
has dropped to third place on the priority 
list for five industries. Coal output is 
above prewar levels. Steel and transport 
now hold first priority, with cement and 
electricity below coal. 

The unions, many of which are led by 
Communists, have sold the workers on the 
advantages of planning. Consumers are 
being educated to do without many 
luxury goods being exported for exchange. 
Exports have more than trebled since 
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Three major parties are scrambling for their votes 
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January of this year, while imports have 
doubled in value. An unfavorable bal- 
ance of trade has been cut $700,000,000 
more than expected. 

Protection for economic planning is 
provided in the Constitution adopted 
early this month. It creates as an organ of 
the Fourth Republic, an Economic Coun- 
cil, which is to advise the Government 
and the parliament on all matters affect- 
ing the national economy. 

Under the Constitution, the council 
must be consulted on “the adoption of a 
national economic plan for the full em- 
ployment of men and the rational use of 
material resources.” 

Such constitutionally-approved _ plan- 

ning is unique in a democratic republic 
such as the French are striving to build. 
Spurred by the demands of the electorate, 
French planners thus are adapting mreth- 
ods previously used mainly by dictators 
to build up a nation to recovery. But 
economic unity must be strengthened by 
political union around a government cap- 
able of exercising its powers without fear 
of political sabotage. The elections now to 
be held are to determine whether such 
a government is possible. 
@ The political warfare now being 
waged throughout France, where three 
major parties are scrambling for the vote, 
is to last at least until November 10. On 
that day, the electorate will decide the 
character of the government that is to run 
the Fourth Republic. If this government 
rests on a weak base in parliament, the 
result may be political confusion. If a 
coalition government of major parties can 
be created, France’s chances for con- 
tinued recovery are good. 

De Gaulle’s warning to the nation not 
only served to emphasize the General’s 
position as the strong man of his country, 
but it also told the electorate of the im- 
portance of their vote. 


At Epinal, close to the battlefields of 
two world wars, De Gaulle asked the vot- 
ers to reject the draft Constitution sub- 
mitted for their approval. He said it was 
too weak to provide the safeguards neces- 
sary for a strong France. 

De Gaulle missed his target, for the 
draft Constitution was adopted. But it 
was a near miss, so near that the vote 
was a clear demonstration of the power 
of a single man. 

Only 9,109,217 votes, little more than 
a third of the electorate, approved the 
draft. About a third, 8,046,651 voters, 
were against it. More important, 31.2 per 
cent of the voters refrained from casting 
their ballots. 

The meaning of such a vote is being 
interpreted a dozen ways in the present 
electoral campaign. The adoption of the 
Constitution was hailed by Moscow's Eu- 
ropean Service with the statement that 
“French democracy has gained a victory.” 
But the large vote against the Constitu- 
tion and the number who did not vote 
added to De Gaulle’s prestige. 

The General's motives have been 
stated by De Gaulle in private, although 
at Epinal he gave the public only a broad 
hint. He believes there is grave danger of 
war between Russia on the one hand and 
the U.S. and Britain on the other. As he 
sees it, only a strong France could check 
a drive by the Soviet Army through Ger- 
many and Italy to the Atlantic ports. To 
get such a France, De Gaulle believes, 
there must be a strong executive, a large 
army and a political front against com- 
munism. 

The Constitution, as adopted, provides 
no strong executive with power to check 
the lower house of parliament. The op- 
position of one party, the Popular Repub- 
licans under Georges Bidault, succeeded 
in obtaining the rejection of a draft con- 
stitution last May. But this month, Bidault 





—French Press & Information 


REVISED TEXTS OF THE NEW CONSTITUTION 
Two thirds of the electorate did not care enough to approve it 
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GENERAL DE GAULLE 
Still a world-important figure 


sacrificed his desire to get a strong execu- 
tive to his conviction that some constitu- 
tion must be found on which all parties 
could unite. 

The draft that now is law enables the 
President to nominate a Premier and to 
send bills back for a second reading by 
parliament, but he has no veto power, 
nor can he dissolve the parliament with- 
out its consent. The upper house likewise 
provides little check on the National 
Assembly. It can initiate and delay legis- 
lation, but cannot prevent its enactment. 
@ The issue is revision. Underlying all 
the political campaigning, revision of the 
Constitution is the biggest issue. The 
October referendum demonstrated that 
two thirds of the electorate did not care 
enough for the Constitution to approve it. 
The battle at the polls is to be centered on 
these voters who abstained or voted 
against the draft. 

Bidault’s party is striving to unite all 
non-Communist factions into an electoral 
coalition for revision of the Constitution. 
The Socialists already have refused to 
join any combination excluding the Com- 
munists, but, if Bidault’s group gains 
votes, the presidency would be offered to 
De Gaulle. There is no indication that the 
General would accept. He now plans to 
remain above politics, available for the 
emergency he fears may arise again. 

Communists, secure in their own disci- 
plined vote, hope the Socialists may be 
won over to a coalition strong enough to 
govern from the left. A Communist- 
Socialist combination could alter the usual 
3-to-1 vote in the Big Four conferences. 

The voters’ decision may set up an 
Assembly in which only a three-party 
combination of left and right is possible. 
If such a government proves strong, 
France may attain new power as the 
leader of Europe and as the bridge unit- 
ing two worlds. 
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BRITAIN SCRAPES LABOR BARREL, 


FINDS SUPPLY ALMOST EXHAUSTED 


Employment nears absolute limit. 
Nation’s industrial comeback and 
status as world power endangered 


Reported from 


LON 


Britain is beginning to fear that 
she may not have enough man power to 
achieve an industrial comeback and to 
stay near the top as a world power. 

Employers and government offi- 
cials in England are running up against 
what looks like an absolute limit in the 
number of workers available. Maldistri- 
bution of the labor force, with enough in 
some occupations but acute shortages in 
such vital industries as coal mining and 
textiles, aggravates the over-all situation. 

Immediate problem is to persuade 
workers, many of whom are now embar- 
rassing the Labor Government by agita- 
ting for shorter hours and a closed shop, 
to shift from secondary to primary indus- 
tries without invoking regimentation. 
Long-range task is to pull out of the hat 
a sensational increase in industrial effi- 
ciency and output per man. 

As of today, the British Government 
is searching desperately for ways to off- 
set deficits in production caused by short- 
ages of labor. With winter coming on, in- 
dustrialists and householders alike are 
asked to reduce fuel consumption by 10 
per cent. Coal production has failed to 
meet minimum requirements. Proposals 
to recruit exiled Poles for British mines, 
however, are opposed by the National 
Union of Mineworkers. Use of German 
prisoners of war on English farms is meet- 
ing growing criticism, and many of the 
former soldiers are getting restive. Talk 
in labor circles of a 40-hour week is add- 
ing to the Government’s worries. 

Urgency of England's problem, and its 
deep significance, begins to appear when 
the figures on employment and man- 
power resources are put alongside the 
need for production as the British them- 
selves see it. 

@ Britain’s goals are to increase exports 
to 75 per cent above prewar levels, to 
improve standards of living at home by 
increased domestic production, in lieu of 
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imports, and to maintain an armed force 
sufficient to protect British interest abroad 
in a world still far from peace. 

These are minimum requirements. An 
increase of 75 per cent over prewar ex- 
ports is needed to pay for essential im- 
ports and to meet such obligations as the 
$3,750,000,000 loan from the United 
States. Failure to reach this export goal 
would mean international bankruptcy for 
Britain. Higher production for home con- 
sumption, as well as for export, is called 
for if Britishers are to have an adequate 
standard of living without much increase 
in imports. The man-power needs of the 
armed forces have to be filled, even if 
labor is scarce, to support England’s role 
as a world power. 

@ Man power needed to do the job the 
British have set for themselves totals 
about 22,000,000. This allows for an 
armed force of 1,250,000, compared with 
a prewar total of 480,000. Employment 
in the National Government would run 
close to 1,000,000, as it does now, or near- 
ly double what it was before the war. 
Workers in local government would like- 
wise total nearly 1,000,000 as they do 
now, or only slightly above the prewar 
level. Unemployment, it is hoped, would 
not rise above 500,000, compared with 
the current figure of 376,000 and the pre- 
war estimate of 1,270,000. There would 
then be left for employment in industry 
and trade, and all other nongovernmental 
jobs, around 18,250,000. 

@ Man power available falls short of the 
required 22,000,000 by about 2,000,000, 
and the trend is downward rather than 
upward. The working population, includ- 
ing those in the armed forces, totaled 19,- 
750,000 before the war, and by the mid- 
dle of 1943 stood at 22,281,000, but now 
has shrunk to 20,115,000. What has hap- 
pened is that older workers have retired, 
with the wartime emergency over, and 
women have turned from industry to the 


home in larger numbers than Government 
estimators expected. 

As a result, employment as of January 
1, 1947, is expected to fall short of re- 
quirements. The number of persons in the 
armed forces and in Government service 
will match official expectations, but the 
number employed in industry, according 
to present outlook, will be under the goal. 

Complicating the problem at long 
range is the fact that experts believe Great 
Britain’s population has reached the point 
of decline, so far as people of working age 
are concerned. Not enough people are 
coming of working age to replace those 
who, through old age, are retiring from 
the working population. 

@ Maldistribution of this shrinking force 

is what worries the Government most. The 
over-all shortage, the possibility that Brit- 
ain may be up against an absolute limit in 
her man-power resources, appears as a 
long-range problem. But a clear and pres- 
ent shortage of labor in coal, in textiles, 
in many another industry, can be felt by 
consumers as well as by economists. 

Sharp contrasts in labor supply have 
appeared among different industries. The 
chemical industries, with nearly one fifth 
more labor than in 1939, have continued 
to add to their working force, while laun- 
dries, with about one fifth less employ- 
ment than in 1939, have continued to 
lose. In industries that expanded during 
the war, such as the metal, engineering 
and chemical group, employment is up 
40 per cent over prewar levels; but in in- 
dustries that contracted during the war, 
such as the textile and clothing trades. 
the labor force has dropped 25 per cent. 

Also on the high side, British agricul- 
ture now employs 100,000 more workers 
than before the war, and in addition has 
the services of 160,000 prisoners of war. 
Transport and public utilities have larger 
working forces than in 1939 and still are 
expanding. 

Coal is the glaring example of an in- 
dustry in distress because of labor short- 
age and other reasons. Total employment 
in coal mining has dropped from 766,000 
in 1939 to 699,000 as of last August. This 
continues a trend that began before the 
war. Absenteeism in the mines, now fig- 
ured at 15 per cent, accentuates the short- 
age. Government efforts to recruit new 











miners and to combat absenteeism by in- 
creasing the food ration have made little 
difference thus far. 

Coal production, in consequence, is 
running 100,000 tons a week short of 
minimum requirements. Reserves of 11,- 
000,000 tons are in jeopardy, leaving lit- 
tle margin for a long stretch of cold 
weather this winter. Exports, which be- 
fore the war averaged about 50,000,000 
tons a year, now are negligible. The fear 
is that a continued deficit in coal output 
will compel other industries to curtail op- 
erations, adding to unemployment and 
crippling Britain’s export drive. 

Textiles, once accounting for a large 
part of British exports, similarly suffer 
from a shortage of labor. The industry 
must add 300,000 workers to climb back 
to the 1939 level of employment. 

Building materials need 35,000 more 
workers to equal the 1939 level, 200,000 
more to supply needs for rebuilding 
British cities, homes and factories. 

In other industries, the deficits, as 

measured by the Government's goals for 
full production, run like this: Furniture 
industries could use 75,000 more work- 
ers; paper and printing, 125,000 more; 
brickmakers, 50,000; hotels, 60,000; iron 
foundries, 20,000; tin-plate mills, 11,000. 
@ Regimentation to force workers into 
industries most in need of help, however, 
is specifically frowned on by Government, 
labor and industry alike. Labor natural- 
ly would oppose any limitation on its free- 
dom of movement and points out that a 
shortage of housing now prevents unem- 
ployed workers from moving to waiting 
jobs. The Labor Government has pledged 
itself to achieve socialization gradually 
and without resort to any infringement of 
individual freedom. A Government move 
in clear opposition to a determined posi- 
tion by labor is not to be expected. 
@ A transformation in the productive 
efficiency of British industry is left as the 
best hope for the long pull. Special drives 
to recruit workers and new incentives to 
lure labor from one industry to another 
are counted on to get Britain over some 
of her present difficulties. In the face of 
an absolute limit on the resources of man 
power, however, British leaders look to 
sharp increases in efficiency of production 
as the only way out. Increased mechaniza- 
tion and use of new methods are planned 
for coal, steel and other key industries. 

Extent of the transformation in effi- 
ciency required, however, is impressive. 
To match American industry, according 
to the analysis of a British economist, pro- 
ducers in the United Kingdom must in- 
crease output of coal per man more than 
two and a half times; of iron and steel 
products, four times; of automobiles, four 
times; of radio sets, nearly five times. 

An increase in efficiency of this magni- 
tude, at least in certain key industries, 
seems to be called for. It is either that, 
British statistics suggest, or the decline of 
Britain as a world power. 
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SWEDISH BUSINESSMEN HOLD KEY 


TO DELIVERY OF GOODS TO RUSSIA 


Under recent trade pact, Moscow 
must deal directly with producers, 
not Government, to get needed items 


Reported from 
STOCKHOLM 


The businessmen of Sweden—not 
the Government—will determine whether 
or not their country is to be tied closely 
to the economy of Russia. 

The two countries have signed 
an agreement that is supposed to channel 
a high percentage of Sweden’s manu- 
factured goods into Russia during the 
next five years. Joker in the agreement 
is that the Swedish Government does not 
guarantee deliveries. The Russians are 
being told that their negotiations from 
now on must be with the businessmen. 

The Government of Sweden 
merely extends credit and promises to 
grant export licenses, once the goods are 
ready for shipment. 

Thus, Sweden has left herself a loop- 

hole in her deal with Russia. While the 
Government has given its approval to the 
idea of producing millions of dollars 
worth of goods for the Soviet Union, 
responsibility for delivery is left com- 
pletely up to private industrialists. The 
businessmen can make the trade agree- 
ment work, or they can sabotage it by 
dragging their feet so far as production 
is concerned. 
@ Opposition to the plan already has 
been voiced by some Swedish business- 
men and the conservative wing of parlia- 
ment. These are the reasons: 

Inflation may be encouraged by the 
continued extension of large credits. 
Sweden already has lent or given away 
nearly $1,000,000,000 to other countries 
for reconstruction. Man power and ma- 
terials are in short supply. To use them to 
make goods for Russia will make them 
still scarcer and dearer. 

Political hostility to Russia and com- 
munism is strong among certain Swedish 
industrialists. 

Backlog of orders, both at home and 
abroad, makes many industrialists unen- 
thusiastic about taking on the massive 
commitments involved in the Russian- 
Swedish agreement. The backlog is so 
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big that some Swedish factories already 
are booked to capacity for the next two or 
three years. 

New investment of capital may be re- 

quired by some manufacturers if commit- 
ments to Russia are to be met. Some 
businessmen are showing reluctance to 
spend money on plant expansion to pro- 
duce goods for Russia because they see 
little assurance of a continuing return on 
the capital after the expiration of the 
five-year agreement. 
@ Strong inducements, however, may 
overrule Swedish objections. These are 
the favorable factors the Russians are 
counting on: 

Fear of depression is rooted firmly in 
the minds of some important leaders in 
Sweden. Minister of Commerce Gunnar 
Myrdal emphasizes this view repeatedly. 
What Myrdal and others fear is a depres- 
sion that would begin in the U.S. and 
quickly infect world trade everywhere. 
Swedes know from painful experience 
what such a depression could do to the 
overseas trade on which their country’s 
economy depends. 

This group considers a long-range trade 
agreement with Russia as insurance 
against the effects of depression in the 
capitalist countries. Their reasoning is 
that the Russian economy, being con- 
trolled by the state, would absorb Swed- 
ish goods just as eagerly in time of 
depression as in time of prosperity. 

Germany’s absence from world trade 
leaves a big gap in Swedish exports and 
a still bigger one in her imports. Many 
Swedes are hoping that expanded trade 
with Russia will help fill the hole. Catch 
to this is that Russia is unable to export 
most of the types of goods that Sweden 
used to get from Germany, principally 
chemicals, dyes, coal and ceke, ma- 
chinery, rubber manufactures, photo- 
graphic goods, textiles and clay for 
chinaware. 

The Russians hold a powerful bargain- 


ing weapon, however, in that they can 
grant or withhold permission to their zone 
of Germany to resume such trade with 
Sweden. 

Economic pressure can be applied by 

Russia in a number of ways. The Russians 
have a strong influence on how much coal 
Sweden gets from Poland. Russia could 
cause serious disturbances in Swedish 
industry and possibly in _ parliament 
through Sweden’s sizable Communist 
Party. 
@ Terms of the accord clearly reflect 
Russia's urgent need for industrial equip- 
ment for reconstruction and Sweden’s 
hunger for raw materials for her indus- 
tries. This is illustrated in the accompany- 
ing chart. 

There are two parts to the agreement: 

A loan of nearly $280,000,000 is 
granted by Sweden to Russia to finance 
the purchase of materials needed for re- 
construction. Soviet Russia expects to 
use the loan for such things as equip- 
ment for electric power stations, min- 
ing machinery, mechanization of forestry 
and peat extraction, machinery for mak- 
ing prefabricated houses and housing 
materials, steam locomotives and fishing 
vessels. 

Sweden is to make an effort to compete 
all deliveries within the next five years, 
although some may run over into the sixth 
year. Meeting this deadline, set by the 
Russians to mesh with their Five Year 
Plan, is to tax Sweden’s industrial capac- 
ity. Deliveries in the first year are not ex- 
pected to go much over $10,000,000 or 
$15,000,000. They must be accelerated 
very sharply if the five-year goal is to 

met. 

The Russians are to pay back the 
loan in 15 years at an interest rate of 
3 per cent. No interest is charged during 
the first three years, however, so the 
effective rate is only 2% per cent. 

A barter deal is agreed to providing 
for a yearly exchange of goods worth 
$28,000,000 each way for five years. 
Under this arrangement, Sweden ‘s to 
ship Russia high-quality steel, ball bear- 
ings, optical instruments, fish, agricultural 
products, and horses and cattle for breed- 
ing. 

Russia agrees to pay for the Swedish 
goods with raw materials needed by 
Sweden’s industries. These include asbes- 
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What Russia Expects from Sweden 


HOW SWEDEN DEALS 


WITH RUSSIA 





Sweden lends Russia $280,000,000 for 15 years 
and agrees to exchange $140,000,000 worth of 
Swedish goods for the same amount of Russian 


- goods during next 5 years. 
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tos, chrome ore, nickel, silver, petroleum 
products, cotton, flax, pig iron, potash, 
manganese ore and rolled steel. Russia 
is to get back some of these in manufac- 
tured form. 

Compensation is granted by Russia to 
Swedes who suffered losses when Russia 
nationalized Swedish-owned enterprises 
in Estonia, Latvia and Lithuania. The 
Swedes are to receive 50 per cent of 
the prewar value. 

Before the war, Swedish investments in 
the Baltic states amounted to more than 
$13,000,000, including oil enterprises in 
Estonia and hydroelectric plants in 
Latvia. 

Russia also agrees to grant Sweden full 
compensation for goods that were en 


<= 
Z 
EN 


Textile Fibres 





What Sweden Expects from Russia 


Potash 


route to the Baltic Republics at the time 
of their incorporation into the Soviet 
Union. 

@ Hard bargaining on both sides has 
marked the Swedish-Russian negotiations 
from the beginning. Talks went on for 
five months before agreement finally was 
reached. 

The Russians wanted to spend one 
half of their credit on electrical equip- 
ment. The Swedes argued that a commit- 
ment of that size would require expensive 
expansion of plants and would cause 
serious dislocations in the whole indus- 
try, already snowed under with big 
orders from other countries. In the final 
agreement, the amount of electrical 
equipment to be furnished by Sweden is 
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pared down to a fraction of the original 
figure. 

The Swedes, too, are having to settle 
for considerably less than they hoped for. 
They are disappointed especially that 
Russia has refused to promise any coal as 
part of the barter deal. Sweden is desper- 
ately short of coal and is getting only 
about half the imports of coal she needs to 
keep her industries operating at capacity. 

A Russian trade mission now is be- 
ginning conversations with Swedish in- 
dustrialists in an effort to agree on prices 
and production quotas. The progress they 
are able to make in the next few months 
is to give an indication of what may be 
expected of future trade relations between 
Russia and Sweden. 
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NEW PROGRAM OF DEFENSE 
ADOPTED BY UNITED KINGDOM 


Merger of military forces by easy 
stages entails unification of policies, 
not an amalgamation of the services 


Reported from 
LONDON 


Great Britain has decided to 
merge her armed forces in easy stages. 
As a first step, the Government is to set 
up a central Defense Committee and 
create an over-all Minister of Defense. 

Actual amalgamation of the Army, 
Royal Navy and Royal Air Force is not 
to be attempted at this time. What is 
involved is the creation of a top-level 
organization to make unified policy for 
national defense and the appointment of 
an executive to see that the policy is 
carried out. 

The Prime Minister will continue 
to have supreme responsibility for na- 
tional defense in the same manner as 
the President of the United States in his 
capacity as Commander in Chief. As war- 
time Prime Minister, Winston Churchill 
assumed the additional title of Minister 
of Defense. But the job never was de- 
fined, and there was no Ministry of De- 
fense. Under the new setup, the Prime 
Minister retains the responsibility, but 
the job of Minister of Defense goes to a 
member of his Cabinet. 

The Cabinet, as the top governmental 
authority, has the job of organizing na- 
tional defense in an over-all way. It de- 
cides questions of high diplomatic po- 
litical and military policy and approves 
plans for mobilizing all resources of the 
nation in time of emergency. 

@ A Defense Committee under the Cab- 

inet is to prepare the policy for Cabinet 
approval. Its job is to review current 
strategy at the top levels and to make 
plans for co-ordinating all branches of 
Government, military and civilian ac- 
tivity in converting from peace to war. 
The new committee replaces the 42-year- 
old Committee for Imperial Defense, an 
advisory body without authority or ma- 
chinery for joint planning. 

Membership in the new body is to be 
flexible. The Prime Minister as chair- 
man, the Minister of Defense, the min- 
isters of the three armed services, the 
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Foreign Secretary, the Lord President of 
the Council, the Chancellor of the Ex- 
chequer, the Minister of Supply and the 
Minister of Labor are to be regular mem- 
bers. The Chiefs of Staff will attend com- 
mittee meetings, and other officials will 
be called on when needed. 

The Defense Committee is similar to 
the National Security Council proposed 
for the U.S. by the Navy Department. 
During the war, Prime Minister Churchill 
set up, two defense committees, one for 
operations and one for supply. Now the 
different aspects of national defense are 
to be assigned to a series of official sub- 
committees. 

Production policy will be made by a 
Ministerial Production Committee with 
the Minister of Defense as chairman and 
the Ministers of Supply, Labor and the 
three services as members. This group 
will have working for it a permanent 
Join War Production Staff of military 
and Government officials and civilian con- 
sultants, who will help get up compre- 
hensive proposals for defense and keep 
a check on the nation’s war potential. 

Administrative policy in the Services 
is to be worked out by a Committee of 
Service Ministers. The Minister of De- 
fense, as chairman, will decide questions 
arising among the War, Air and Ad- 
miralty Ministers. Personnel and supply 
officials will assist this committee. 

Research and development is to be the 
province of a Committee of Defense Re- 
search Policy. It will include members 
from the Government and services and 
will be headed by an outstanding scien- 
tist. Its big job will be to keep tactical 
and scientific development in line. 

Military strategy will be mapped by 
the Chiefs of Staff Committee, which will 
prepare estimates and military plans for 
the approval of the Defense Committee. 
The Chiefs of the Imperial General Staff 
for the Army, the First Sea Lord and 
Chief of the Naval Staff, the Chief of 





the Air Staff and the Chief of Combined 
Operations, when the latter is concerned, 
will be members. 

The Chiefs of Staff Committee was 

formed in 1924, and the Joint Staffs for 
Intelligence and Planning developed un- 
der it. During the war, the Chiefs of 
Staff were the authority that issued or- 
ders to commanders in the field and, 
with the U.S. Joint Chiefs of Staff, 
formed the Combined Chiefs of Staff 
to direct the Allied forces. 
q A Minister of Defense is to be the 
guiding hand in shaping a united de- 
fense for Britain and in seeing that the 
services carry it out. A. V. Alexander, 
First Lord of the Admiralty during the 
war, moves up to become the Defense 
Minister. He will take the place of the 
Minister for Co-ordination of De- 
fense, a post without executive power, 
that was abolished by Winston Church- 
ill in 1940. 

The new Minister will take the burden 
of relations between the three services 
and problems of their supply off the 
shoulders of the Prime Minister. On these 
matters, he will be responsible directly 
to Parliament. 

In policy making, the Defense Min- 
ister will be the Prime Minister’s chief 
deputy and normally act in his place as 
chairman of the Defense Committee. He 
will preside over the subcommittees of 
production, Service Ministers and, when 
desirable, Chiefs of Staff. He will have 
in his office the chairmen of the Joint 
War Production Staff and the Defense 
Research Policy Committee. It will be 
his task to take the proposals of the 
subcommittees to the Defense Committee 
for approval, then to the Cabinet for 
decision and finally to Parliament. 

As an executive, the Minister of De- 
fense will divide war resources in man 
power, equipment and money among the 
three fighting services in line with policy 
laid down by the Defense Committee. 
This will include co-ordinating research 
and production programs. 

Another task of the new Minister will 
be to set up for the three services com- 
mon policies he believes desirable. For 
example, the creation of one medical 
corps for all British forces now is being 
studied. 

Finally, the Defense Minister will have 





direct control over joint organizations like 
the Combined Operations Headquarters, 
the Joint Intelligence Bureau, the Im- 
perial Defense College and others that 
may be developed in the field of in- 
telligence, planning and training. 

The Service Ministers, the Secre- 
taries of State for War and Air and the 
First Lord of the Admiralty—counter- 
parts of the Secretaries of War and Navy 
in the U. S.—no longer will be members 
of the Cabinet. They will keep their min- 
isterial rank and will be responsible to 
Parliament for running their departments 
and services under Cabinet policy and 
with the resources allotted. The Minister 
of Defense will be the one service 
spokesman in the Cabinet. 


qj The result of Britain’s first step 
toward merger is not drastic. It is in- 
tended to put an end to interservice dis- 
putes in the Cabinet and provide unity 
in defense planning and action at the 
top level without discarding the tradi- 
tional services. 

British unification is to be more ex- 
tensive than that the U.S. now has but 
less than that proposed by the President 
and War Department. It adds to and 
changes, but does not abolish any major 
part of the present setup for defense. In 
effect, it legalizes practices developed 
during the war and now in use. 

To Americans, the plan will be as im- 
portant for what it does not do as for 
what it accomplishes. The service sec- 


retaries are not abolished. There is no 
chief of staff for all the services. There is 
no general staff over all the armed forces. 
On this point, the British attribute the 
failure of the German High Command 
in the war to the fact that the men who 
had to lead the Army, Navy and Air 
Force were not on the General Staff. For 
the moment, there is no increase in the 
number of functions that will be ad- 
ministered singly for the three branches 
of the service. 

But the significant thing in the new 
setup is the power given to one Defense 
Minister to build up a central department 
and gradually to take under his wing 
and unify whatever parts of the Army, 
Royal Navy and Air Force he sees fit. 


BRITAIN’S NEW ORGANIZATION FOR DEFENSE 
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HOTEL STRIKES JOLT 


LONDON, WASHINGTON | 


Walkouts disrupt business and 
government conferences but 
workers enjoy strong support 


Reported from LONDON 
and WASHINGTON 


Travelers and government offi- 
cials in two of the most important capitals 
of the world, London and Washington, 
now have felt the uncertainties and in- 
conveniences that go with being caught 
in a major hotel strike. 

In both cities, visitors found long- 
pending reservations useless, important 
business engagements disrupted, govern- 
ment conferences thrown off schedule. 
And, in both, the strikers enjoyed the 
support of strong newspapers, much of 
the public and almost all other union 
workers. 

In Washington, pickets paraded before 
such historic hotels as the Willard, the 
Mayflower and the Shoreham. In Lon- 
don, the strike disrupted services at world- 
famous hotels such as Claridge’s, the Sa- 
voy and Dorchester. 

The only coincidence in the strikes came 
in the timing, and in the effect on hotel 
residents. The fundamental issues in Lon- 
don and Washington were far apart. 
Here is the background of both situations. 
@ London’s strike broke over the issue 
of union recognition. Despite London’s 
generations-long history of trade union- 
ism, most of the city’s hotel workers never 
had been organized. Now, after an eight- 
day strike, they have won union recogni- 
tion and bargaining powers. 

The strike settlement, reached with the 
aid of the Ministry of Labor, provides that 
the employers recognize the union imme- 
diately for certain classifications of work- 
ers and discuss later other classifications 
to be brought under the agreement. The 
workers are assured of freedom. to join the 
union. 

A new campaign is indicated by the 
success of the initial strike. The officials 
of the Union of General and Municipal 
Workers are getting ready for a general 
drive this autumn to organize the workers 
in all London’s hotels and restaurants. 

On strike at the outset were cooks and 
waiters, seeking bargaining rights through 
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membership in the Union of General and 
Municipal Workers. They were joined lat- 
er by chambermaids and other employes. 

The issue between London’s hotels and 
the hotel workers turned entirely on the 
question of union recognition and the 
right to organize. An organization cam- 
paign began months ago and flared into 
a walkout when attempts to win bargain- 
ing recognition failed. 

The Hotels and Restaurants Associa- 
tion, representing the employers, an- 
nounced at the outset that the struck ho- 
tels would deal with any union represent- 
ing a substantial number of its employes. 
But the Association contended the Union 
of General and Municipal Workers was 
not “truly representative.” Now manage- 
ment has recognized the union, which 
was the main point, and agreed to discuss 
other issues. 

The biggest labor-management differ- 
ence came through the contention of the 
hotel owners that union organization 
among workers was not necessary be- 
cause a Wages Board, set up through the 
Government to establish working condi- 
tions and compensation for hotel workers, 
safeguards the employes. The union’s 
position is that the Wages Board cannot 
function properly unless representatives 
of the employes on the Board speak, 
through a union, for a substantia] number 
of the workers. 

The Wages Board was set up about 
a year ago. Up to the time of the strike, 
however, it had issued no orders touch- 
ing on wages, hours or working condi- 
tions of the hotel employes. 

Support for the strikers came from 
other London workers and from the press. 
Members of a delivery union cut off some 
meat supplies and other provisions. There 
were demonstrations of sympathy for the 
strikers. Behind the comparatively few 
hotel workers involved directly stood the 
strength of the 8,000,000 members of the 
powerful Trades Union Congress. 
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TWO CAPITALS—TWO ISSUES 
Timing was the only coincidence 


The Times of London supported the 
strike, saying editorially there could be 
“no justification for refusing to employes 
the normally accepted rights of associa- 
tion and free negotiation.” 

The combination of these things won 

recognition for the union. 
@ Washington’s strike came among 
workers who long have had union recogni- 
tion. They left their jobs for higher wages 
in a new contract. 

On strike were almost all the service 
employes of the bigger hotels. Unlike the 
London strike, which centered largely 
among dining room and catering em- 
ployes, the Washington walkout touched 
every hotel service from the elevators 
to linen rooms. 

The issue in Washington turned around 
the rising costs of living in the U. S. Work- 
ers asked an additional 15 cents an hour 
for those who do not receive tips and 10 
cents more for those who do. The hotels 
offered 5 and 2% cents, respectively. 

Support for the walkout came from 

telephone operators, taxi drivers who de- 
clined to take customers across picket 
lines, from other union members who 
threatened to cut off deliveries to the ho- 
tels and from the press. The Washington 
Post, in an editorial, said: “We are thor- 
oughly convinced that unionism must be 
protected ... The struggle to make labor 
responsible for its acts and to secure ra- 
tional methods of adjusting differences 
might be set back years by an intransi- 
gent employer offensive against reason- 
able bargaining and the existence of 
unions.” Rote 
@ Fundamental issues in London and 
Washington thus differed. In London, the 
question was whether workers could win 
recognition of their union. In Washing- 
ton, the question was whether such rec- 
ognition, once achieved, could be used to 
win adjustments in working conditions, 
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U.S. SPEEDS UP DENAZIFICATION 
OF GERMANY’S SCHOOL SYSTEM 


Mission of experts proposes radical 
reorganization of education to make 
it a powerful force for democracy 


Reported from BERLIN 
and WASHINGTON 


The U.S. Government now is 
studying a proposal to convert the Ger- 
man school system from a source of class 
consciousness into a force for democracy. 

Under this proposal, the school 
system in German areas under U. S. con- 
trol will be reorganized to remove group 
discrimination practiced by the Nazis. 
All children will have equal educational 
opportunities. All will be encouraged to 
develop a spirit of co-operation and a 
sense of social responsibility by taking 
part in new activities. 

These changes are the keynote of a 

program for the democratization of U. S. 
areas in Germany through education. 
Drafted by a mission of experts after a 
visit to Germany, the program now is un- 
der study by the U.S. State and War 
departments. 
@ Progress in rehabilitating schools in 
the areas under U.S. control is substan- 
tial, despite obstacles that have existed in 
the 17 months since the war in Europe 
ended. 

Ninety-five per cent of the children of 
school age are attending classes. But 
buildings are inadequate; many were 
destroyed and many are being used for 
other purposes. The denazification pro- 
gram disqualified so many teachers that 
the load is now 79 pupils per teacher. 

Textbooks do not begin to fill the needs. 
Fuel for heating schools is inadequate. 
The pupils’ diet is nearly 25 per cent be- 
low normal. 

“Establishing democratic schools—the 
most important long-range task in build- 
ing a free, peaceful Germany—is barely 
under way, Thomas Hawkins, staff cor- 
‘respondent of World Report, says in a 
wireless dispatch from Berlin. 
| “The elimination of institutions like 
the Hitler Youth schools and an increase 
in the number of scholarships are the 
principal gains made so far. U. S. author- 
ities consider that their original directives 
—denazification of teachers, putting al- 
most all children into schools and en- 


couraging democratic principles—have 
been fulfilled. U.S. authorities now are 
discussing changes with the Germans, 
emphasizing qualified teachers and an 
adequate primary system. Reeducation of 
teachers for at least two generations will 
be required.” 

@ The German scheme of public edu- 
cation is set up deliberately to make the 
members of a little group feel superior, 
while most of the students develop an 
attitude of inferiority. 

All students take the same courses for 
the first four years. Then a favored few, 
usually about 10 per cent, are selected on 
the basis of their parents wealth or social 
position. They attend secondary schools, 
where tuition is charged, and prepare 
themselves for university entrance. Mem- 
bers of this group look upon themselves 
as the country’s elite. 

The remaining 90 per cent of the stu- 
dents spend four more years in the 
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elementary schools. Then they take vo- 
cational training. Members of this group 
develop a feeling of inferiority and a 
willingness to be led. 

@ The remedies proposed by the U. S. 
mission, if adopted, will make these prin- 
cipal changes: 

All pupils will remain in the ele- 
mentary schools for six to eight years, 
instead of four. 

Secondary schools will be free and 
open to all. Every student will take cer- 
tain required courses, including social 
sciences. Elective courses will enable 
students to fit themselves for the uni- 
versity or for entering trades. 

School life will provide “experience in 
democratic living’ through co-operative 
class projects and clubs. 

Teachers will be chosen for their in- 
terest in the all-around development of 
children as well as for intellectual attain- 
ments. Teachers’ training courses will be 
longer. Active participation by students in 
class work will supplant teacher domina- 
tion. 

These are the basic reforms in the 
school system that now are under study. 
Whether they will be adopted, to make 
the schools into more active exponents of 
democracy, is to be decided by the U. S. 
Government in the months ahead. 
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Part of a long-range program to establish a peaceful nation 
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U.N. MEETING FORCING DECISION 
ON AMERICAN BASES IN PACIFIC 


Position finally adopted will be a 
compromise between policies of 
the military and State departments 


The United States is nearing a 
decision on its policy concerning the 
future of island bases in the Pacific con- 
sidered essential to American defense. 

Precipitating this decision is the 
meeting of the General Assembly of the 
United Nations, which will consider the 
disposition of islands formerly mandated 
to Japan. These include the Marshall, 
Caroline and Marianas Islands captured 
by U.S. forces for use as bases in the 
attack on Japan. The fate of the Ryukyus 
and the Bonins, which were Japanese 
territory, also will be discussed in con- 
sidering the trusteeship question. 

The U.S. position will be a compro- 
mise between the policy advocated by 
the military departments and that put 
forward by the State Department. 

@ The War and Navy departments 
want outright annexation of the islands 
formerly mandated to Japan. These in- 
clude such vital bases as Saipan and 
Tinian in the Marianas, Truk in the Caro- 
lines and Kwajalein in the Marshalls. 
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By annexing these islands, any potential 
limitations on the U. S. right to construct 
bases would be forestalled. There would 
be no possibility that at some future date 
they might come under another power. 
Military authorities would take the 
Ryukyus and Bonins from Japan and 
place them under U.S. control through 
a strategic trusteeship in the United Na- 
tions. In this manner, the U.S. could 
retain complete control over Okinawa 
and other important islands near Japan. 
@ State Department officials urge that 
the United States take the lead in placing 
trust in the United Nations. It is their 
desire that the Atlantic Charter declara- 
tion against territorial annexations be 
strictly adhered to. Under this policy, 
the Ryukyus and Bonins would remain 
in Japanese’ possession. The Marianas, 
Marshalls and Carolines would be held 
by the United States but under a United 
Nations trusteeship. 
@ United States policy will rest some- 
where between the desires of the top 


Annexation of war-won Pacific islands would give the United States a defense in depth 


military authorities and those of the State 
Department. To a certain extent, the 
decision will be based on what other 
Pacific powers are willing to do with 
territories now. under their control. The 
U.S. desire for island bases near the 
mainland of Asia is also affected by the 
decision of the Potsdam Conference giv- 
ing the Kurile Islands to the Soviet Union. 
The U.S. Congress also can play an 
important role in the future of the Pacific 
bases. Either annexation or trusteeship 
would have to be approved by Congress. 
Unless Congress appropriates sufficient 
funds for the development and main- 
tenance of the bases, the defense plan 
worked out by the Joint Chiefs of Staff 
cannot be put into effect. During peace- 
time, Congress has been opposed to large 
appropriations for military installations 
in the Pacific. In 1936, Congress refused 
to grant sufficient money for the develop- 
ment of the base.at Guam. This attitude 
once again may be a factor in the situa- 
tion in the Pacific. 
@ Location of projected bases is shown 
on the accompanying map. Major bases 
are proposed by the Chiefs of Staff in 
positions calculated to give the U.S. a 
defense in depth. The entire system is 
designed to intercept and stop air fleets, 
surface fleets or guided missiles aimed 
at the United States from the west. 
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@ Outer line of defense will be built 
around Guam, always considered by the 
Navy as the key to control of the Western 
Pacific. Together with Saipan and Tinian, 
Guam provides a major base in close 
proximity to the Philippines and Japan. 
This group of islands is adequate for 
establishment of a major base, allowing 
dispersion of fleet anchorages and _air- 
fields, construction of underground in- 
stallations, and provision of facilities for 
the staging of amphibious operations. 
Guam will be developed ultimately to an 
importance comparable to that of Pearl 
Harbor. | 

To the north, two possibilities exist 
for the major base in the outer line of 
defense. If the view of the military au- 
thorities prevails, Okinawa in the Ryu- 
kyus will be developed into a major 
base. If Japan is demilitarized, it is felt 
that Okinawa will balance the military 
vacuum to be created when the occupa- 
tion forces withdraw from the Japanese 
mainland. 

If the Ryukyus are included in the 
plans for demilitarization, then the Bonin 
and Volcano Islands, including Iwo Jima, 
are to be developed into secondary bases. 
These islands do not permit the estab- 
lishment of a major installation compa- 
rable to Guam, but nevertheless provide 
valuable warning positions for antiair- 
craft and antisubmarine operations. In 
addition to the Bonins, Marcus and Wake 
Islands are available for secondary instal- 
lations primarily as supporting positions 
for the major bases in the Marianas and 
Marshall Islands. 

To the south, the Philippines are to 
remain an important sector of Pacific 


defenses. However, now that the Islands 
have their independence, the location of 
bases can be determined only with the 
approval of the Philippine Congress. 
Negotiations are being carried on be- 
tween American and Philippine authori- 
ties. 

The new base in the Philippines will 
not be located at Manila, but probably 
on Leyte or Mindanao. A secondary or 
supporting base may be developed at 
Yap or in the Palau Islands, between 
the Philippines and the Western Caro- 
lines. 

Manus, in the Admiralty Islands, now 
is excluded from consideration as a U. S. 
base. Although the United States spent 
approximately $130,000,000 during the 
war in developing a base at Manus, 
equipment now is being removed from 
the island. This is the result of failure 
of the United States and Australia to 
work out satisfactory arrangements for 
its continued use. 

A southern outpost will continue to 

be maintained on Tutuila, in Samoa. 
q Central line of defense extends from 
the Aleutians in the north, through Ha- 
waii to the Marshall Islands in the south. 
Hawaii will continue to be the keystone 
of the defenses in the Central Pacific, 
because it is in a central position be- 
tween the west coast of the United States 
and the advanced positions on Guam 
or Okinawa. It is similarly located be- 
tween the Aleutians in the north and 
Marshalls in the south. The base at Mid- 
way, which proved of such value in 
World War II, will continue to be an 
advance position for the major installa- 
tions in Hawaii. 
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In the north, advance bases at Adak 

and Kiska are to be developed to protect 
the principal base at Kodiak, Alaska. 
The major defensive position in the south- 
west may be built in the Marshalls or 
around Truk in the Carolines. The Japa- 
nese based their Fourth Fleet at Truk 
during the war and had some army 
installations in the area. Most of the 
islands in the Marshalls and Carolines 
are available to provide support for the 
major base. 
@ Inner line of defense is based on the 
major installations of Alaska, the west 
coast of the United States, and the Pan- 
ama Canal Zone. Kodiak, in Alaska, is 
to be developed as a major base in the 
north. Supplies for Aleutian and Alaskan 
positions still can go over the highway 
across Canada, when sea shipment is not 
feasible. With development of the Pan 
American Highway, the United States 
may soon be able to ship supplies to 
Panama over a land route when neces- 
sary. 

Regardless of what happens at the 
meeting of the United Nations in New 
York, it is reasonably certain that the 
islands now occupied by U. S. forces will 
remain under American control until 
acceptable agreements as to their future 
status have been reached. If the views 
of the State Department prevail and the 
mandated islands are placed -under trus- 
teeship, they undoubtedly will be classed 
as strategic areas, making them available 
for fortification. Eventually, these bases, 
whether annexed or under trusteeship, 
will be made available by the United 
States to the United Nations for adminis- 
tration by the international organization. 
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AMERICA WINS GOOD WILL IN JAPAN 
BY SPEEDY RETURN OF PRISONERS 


Nearly 3,000,000 soldiers, civilians 
have been repatriated. Russians 
hold 1,000,000 taken in Manchuria 


Reported from TOKYO 
and SHANGHAI 


The U.S. has now completed 
most of its share of the huge operation 
of repatriating millions of Japanese from 
China. 

Of the 4,000,000 Japanese troops 
and civilians spread throughout China 
proper and Manchuria on V-J Day, al- 
most 3,000,000 already have been re- 
turned to the home islands with U.S. 
assistance. 

Approximately 1,000,000 more 
still are waiting repatriation from Man- 
churia, but the U.S. has been given no 
active part in this final phase of the pro- 
gram, and the prospects of these Jap- 
anese are clouded by the uncertainties 
of the Chinese civil war and of the future 
of Russian policy. 

Lacking a role in future repatriations 

from Manchuria, the U.S. armed forces 
can be said to have completed their main 
mission, which was to help China “accept 
the Japanese surrender” and arrange the 
prompt return of the disarmed Japanese 
to their homeland in accord with the 
pledge of the Potsdam Declaration. How- 
ever, the U: S. Marine Corps contingent 
still is charged with guarding the coal 
mines at Kailan and the railroad line over 
which the coal is moved to the major 
cities of Eastern China to prevent a par- 
alyzing fuel shortage. 
@ The repatriation job ranks as one of 
the major accomplishments of the war 
period, and Frank Rounds, Jr., staff 
correspondent of World Report, points 
out in a dispatch from Shanghai that it 
all was done in approximately 10 months. 
This is the story behind the vast but 
little publicized undertaking: 

Repatriation teams, composed of 
Chinese and U.S. personnel, started in 
on their assignments late last December, 
systematically disarming the Japanese 
and assembling them at concentration 
points. 

Installment plan technique was em- 
ployed to make the most efficient use of 
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the limited number of trained teams 
available. First they concentrated on the 
South China, Formosa and Indochina 
areas, repatriating more than 600,000 
Japanese in little more than three 
months. Then the joint teams moved to 
Central China, where they handled more 
than 800,000 additional repatriates. 
North China was the final phase, and 
there the teams only recently saw the 
last of some 554,000 Japanese through 
the embarkation centers. 

Repatriation ratios, incidentally, throw 
an interesting light on the extent of the 
penetration of China by Japanese ci- 
vilians. The joint teams found that, for 
every three soldiers to be returned to 
the home islands, there were two 
civilians, 
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REPATRIATED JAPANESE AT A GATHERING CENTER 


@ Chinese inefficiency is being blamed 
by many U.S. repatriation experts for 
preventing the program from making an 
even better showing. They say that a 
large number of the Chinese officials 
assigned to the work were not qualified. 
The extensive looting of personal prop- 
erty and the acceptance by the Chinese 
of bribes from the repatriates degraded 
them in Japanese eyes. As a result, it 
invariably proved easier for the U.S. 


‘members of the teams to handle the 


repatriates. 

@ Effect on Japan of the progress of 
the repatriation program to date has 
been to induce a general feeling of relief 
and also to complicate economic worries. 

Relief is widespread because families 
are being reunited, man power is avail- 
able for productive work and the re- 
turned Japanese no longer represent an 
unknown factor in the Government’s ef- 
forts to plan for reconstruction. 

Chief beneficiary of this national feel- 
ing of relief has been U.S. prestige. The 
Japanese give the U.S. credit not only 
for the speed and relative efficiency with 
which the program was carried out but 


There were two civilians for every three soldiers returned 








also for the scrupulous way in which 
the U.S., unlike Russia, observed the 
letter of its obligations under the Pots- 
dam Declaration. 

Economic worries present a far differ- 
ent story. In the first place, Japan must 
bear the entire cost of the repatriation 
program, which means adding a multi- 
million dollar bill to the already stagger- 
ing costs of the war and prospective 
reparations. 

At the outset, only U.S. Navy ships 
and personnel were used to return the 
repatriates to the home islands. Later the 
Japanese were allowed to take over, 
using their own crews on_ borrowed 
U.S. Liberty ships and LST’s. This per- 
mitted some savings because of lower 
operating costs, but Japan still must pay 
not only for the charter of the U.S. 
ships but also for the cost of converting 
them for the repatriation mission and of 
reconverting them after it is finished. 

Besides the substantial outlay of cash, 
Japan also is confronted with the prob- 
lem of absorbing such a large number 
of returnees into a badly dislocated na- 
tional economy. To make matters worse, 
the food situation is extremely tight and 
the housing problem is acute. 

Despite the adverse aspects of the 
economic picture, the Japanese appear to 
feel that the results of the repatriation 
program to date have been worth the 
cost. They readily would assume com- 
parable burdens to speed the repatria- 
tion of the more than 1,000,000 Jap- 
anese taken in Manchuria, but here Rus- 
sia wields the dominant influence. 
| Russian program. The swift return 
of Japanese soldiers and nationals from 
war areas under U. S. control or influence 
has had the effect of focusing Japanese 


attention on the fact that Russia still 
holds most of the Japanese rounded up 
in Manchuria and has been very lethargic 
in arranging their repatriation. 

Japanese dissatisfaction with the Man- 
churian situation has been shown re- 
cently by demonstrations in front of the 
Soviet Embassy in Tokyo for return of 
the Japanese nationals still held, and by 
appeals to General MacArthur to exert 
his good offices in the matter. All this 
has been disadvantageous to the efforts 
of Japanese Communists and members 
of the Soviet Mission, who have been 
seeking to extol the glories of com- 
munism and the solicitude of the 
U.S.S.R. for the Japanese people. 

Soviet reaction thus far has been ill 
calculated to retrieve any lost ground 
for Russia’s propaganda offensive in 
Japan. After repeated prodding by the 
U.S., the Soviet Union finally has prom- 
ised to start processing from 10,000 to 
15,000 repatriates a month through an 
Eastern Siberian port. However, in the 
eyes of the Japanese, this promise does 
not compare at all favorably with the per- 
formance of the United States in return- 
ing 12,000 former prisoners a day at the 
peak of the repatriation operation from 
the Chinese mainland. 

The Russians are giving themselves 
another black mark in the home islands 
by their maneuvering to get rid first of the 
Japanese civilians they hold, presumably 
so they can postpone as long as possible 
the return of the captured troops. Esti- 
mates of the number of Japanese troops 
still in Russian hands vary widely, but 
800,000 is generally mentioned as the 
minimum figure. U.S. sources believe 
that as many as 700,000 of these have 
been removed from Manchuria to Siberia 


RINGING DOWN THE CURTAIN ON THE “CHINA INCIDENT” 
Disarmed Japanese troops arriving at an embarkation point preparatory to sailing for their homeland 


to work as labor battalions. The Jap- 
anese resent this as a violation of the 
Potsdam Declaration. Moreover, they 
realize that at the present monthly quotas 
fixed by the Russians, the completion of 
the repatriation program will take years. 
qj Propaganda ammunition, however, 
exists for Russia in the rapid completion 
of the Sino-U.S. program of repatria- 
tion, and they are wasting no time in 
taking advantage of it. 

Ignoring the explanation given for the 
continued presence of U.S. marines, 
Soviet propagandists have fastened on 
the fact that, for a long time, both U. S. 
and Chinese officials insisted the only 
reason U.S. forces were remaining was 
to assist in the repatriation program. The 
Russians now stress that the U.S. part 
in this program is finished, but add 
pointedly: “There are very few people 
naive enough to believe that the disarm- 
ing of the Japanese provides the real rea- 
son why American troops are still kept in 
China.” 

Despite Russian insinuetions, the U. S. 
is making no immediate moves to with- 
draw the 20,000 marines from their 
guard duty or to recall the liaison groups 
still keeping check on repatriation. And 
spokesmen for the Chinese Government 
hint broadly that there is no objection to 
the marines presence. Hence, at least 
for the present, the implication is that 
both governments find good reasons for 
retaining U.S. forces in China. 

The situation is subject to modifica- 
tion, but at the moment the important 
historical fact is that repatriation of Jap- 
anese from China proper has been com- 
pleted. This heralds the end, after nine 
years, of what Tokyo euphemistically 
termed the “China Incident.” 
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CHILE TURNS TO TIMBER 


TO BROADEN ECONOMY 


Nation plans exploitation program 
to diversify industry and lessen 
dependence on exports of minerals 


Chile now is moving to diversify 
her economy by broad development of 
her great resources of timber. 

Government planners are taking 
steps to build modern lumber mills and 
plants designed to ease the country’s 
heavy dependence on exports of copper 
and nitrates. They expect these mills to 
enable Chile to meet her acute housing 
shortage and to establish export markets 
for lumber. 

The projects for exploiting timber re- 
sources are the largest item in a develop- 
ment program under which the Chilean 
State Railways and the Chilean Develop- 
ment Corporation plan to spend $50,- 
000,000 in external credits. To finance 
the program, the Government has just 
negotiated a credit of $10,350,000 with 
the Export-Import Bank in the U.S. and 
is seeking a loan of $40,000,000 from 
the International Bank. 

Much of this money, it is expected, 

will be spent for the purchase of equip- 
ment in the U.S. 
@ Lumber development is to require 
$24,000,000 worth of equipment and is 
to take place in the Southern half of the 
country. In this area, where the climate 
is temperate and the rainfall is abundant, 
there are more than 15,000,000 acres 
of timber. Varieties range from ever- 
greens, poplars and other soft woods to 
oaks and species used by cabinetmakers. 
These varieties frequently occur in mixed 
stands, a fact that complicates cutting 
and hauling them. 

Although these timber stands are one 
of her richest resources, Chile never has 
taken full advantage of them. Ever since 
this part of the country was settled, farm- 
ers have burned off forests in order to 
make land suitable for cultivation. Al- 
most. without exception, the sawmills 
now operating there are small, antiquated 
and in disrepair. Their output, now less 
than 200,000,000 board feet a year, 
meets only a fraction of the country’s 
requirements. Lack of uniformity in saw- 
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ing, grading and curing often makes the 
lumber from these mills unsatisfactory 
for use in building. 

The backbone of the plan for exploiting 
these resources is to be a chain of eight 
mills, stretching from Concepcién to 
Puerto Montt. Each mill will cost from 
$1,500,000 to $2,600,000. It will contain 
modern equipment to turn out lumber 
of standard dimensions economically. 

In addition to the sawmills, there will 
be a series of plants and mills for other 
types of wood processing. One mill will 
turn out paper pulp. Others will produce 
rayon pulp, plywood, alcohol and insu- 
lating materials. There will be plants 
for preserving and distilling wood. 

In order to avoid depleting the forest 
resources, seeds or seedlings will be 
planted on 200,000 acres. 

@ Other phases of the development pro- 
gram call for improvements ranging from 
electric generators to farm tractors. 


The Chilean State Railways plans to 
electrify its important lines from Santiago 
to San Antonio and from Santiago to 
San Fernando. 

Three hydroelectric plants are to re- 
ceive increased generating capacity and 
transmission systems at a'cost of $7,500,- 
000. 

Trolley busses and other equipment 
for urban and interurban transportation, 
largely in and near Santiago, are to be 
bought at a cost of $5,000,000. Con- 
struction equipment worth $1,000,000 is 
to be purchased. 

Port facilities at Antofagasta, Co- 
quimbo, Valparaiso and San Antonio are 
to be improved by the installation of 
equipment for handling such bulk car- 
goes as coal, limestone and ore. 

Biggest difficulty in carrying out the 
program, after financing is arranged, will 
be getting the equipment. U.S. manu- 
facturers now have orders enough on 
hand to keep them busy far into the 
future. All equipment financed by the 
Export-Import Bank must be bought in 
the United States, but Chile may have 
to look to Canada and Europe for some 
of the items to be bought under the 
International Bank loan. European coun- 
tries and Canada have had missions 
in Chile soliciting business in recent 
months. 

Domestic needs at first are to require 
virtually all the production of the wood- 
processing industry, for Chile’s housing 
needs are estimated at 600,000 units. 
Later, Chile expects to add forest prod- 
ucts to the list of commodities that she 
now exports on a large scale. 
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Lumber industry may ease country’s dependence on copper exports 
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LAND PROGRAM TESTS SINCERITY 
OF JAPAN’S EFFORTS AT REFORM 


By poor administration, Government 
could ruin plan to make farm owners 
out of 3,000,000 tenants and laborers 


Reported from 
TOK YO 


Land reform is to be undertaken 
in Japan as part of the design to remove 
for all time the power of the nation’s 
prewar ruling class. 

Three million of the 3,700,000 
Japanese sharecroppers can become land- 
owners within the next two years, ac- 
cording to calculations of the Japanese 
Government, Those who choose to con- 
tinue as tenants will have their rent re- 
duced at least 50 per cent. 

Behind agrarian reform is Amer- 
ica’s determination to break up Japan’s 
landlord and industrial classes and to 
shift political power to the masses. Im- 
poverished tenant farmers provided Ja- 
pan’s industrialists a ready supply of 
cheap labor and the militarists a huge 
reservoir of Army and Navy recruits. 

The program’s success depends on the 

sincerity of the Japanese Government in 
its administration. U.S. occupation au- 
thorities had to prod the Japanese for 10 
months to get a land reform bill enacted, 
so continued American vigilance is cer- 
tain in order to insure fair and impartial 
execution of the projected reforms. 
@ Agrarian reforms promised by the 
Japanese Government are far reaching. 
The main points of this revolutionary 
program: 

Land holdings will be limited to an 
average of 7! acres except on the north- 
ernmost island of Hokkaido, where the 
maximum will be 30 acres. 

Tenant-farmed land held by nonresi- 
dent owners will be subject to compul- 
sory sale. 

Individual landlords can continue to 
own tenant-cultivated land only if it 
exceeds no more than 2% acres, with the 
exception of Hokkaido, where the limit 
is 10 acres. 

Legal safeguards will prevent arbi- 
trary eviction of farmers who choose to 
remain as tenants. Rental fees cannot ex- 
ceed 25 per cent of the value of the crop. 

Compensation to the landlords, in 
Government bonds, will amount to ap- 


proximately 25 per cent more than the 
fixed resale price to present tenants. 
New owners will pay in annual install- 
ments, amounting to one third the value 
of their crop, over a period of 30 years. 
Interest rate will be 3.2 per cent. 

The Government plans to requisition 
and resell, in small plots, an estimated 
4,000,000 acres of idle, marginal and 
undeveloped land. By putting this land 
into production, the Government hopes 
to increase the nation’s food acreage by 
25 per cent. 

Maximum benefits from the over-all 
program would be the transfer to peasant 
ownership of nearly 5,000,000 acres of 
arable land. Of this amount, 1,225,000 
acres are scheduled to change hands 
before March of next year. 

Joseph Fromm, staff correspondent for 
World Report in Tokyo, says in a wire- 
less dispatch that many things promised 
by the Japanese Government actually 
are not included in the land reform law 
as approved by the Diet. 

“But Government leaders told me,” 

says Fromm, “that it would violate the 
spirit of the law if these things were 
not done. For example, although the law 
says nothing about a time limit, officials 
say it would violate the spirt of the law 
if the Government didn’t try to complete 
the program in two years.” 
@ Objections to the Government’s pro- 
gram come mainly from the Farmers 
Union, the Communist Party and some 
representatives of the Allied Council for 
Japan who complain that it does not go 
far enough and who point out possible 
loopholes. Their main criticisms of the 
program include: 

Absentee ownership is not eliminated 
entirely. A landlord can retain at least 
a 2%-acre plot that he can rent out to 
a tenant farmer, thus sanctioning con- 
tinuation of a limited tenancy system 
that would help the landlord retain his 
existing control over rural economy and 
politics. 
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FUTURE LANDOWNER 
A step in the approved direction 
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Property retention by landlords is per- 
mitted if the owner shows he can culti- 
vate the excess land himself. 

Price limit for purchase or sale of land 
is not definitely specified in the bill. 

Soviet Russia, through its representa- 

tive on the Allied Council, Gen. Kuzma 
Derevyanko, insists that all farms in 
excess of 15 acres should be confiscated 
by the state and that those in excess of 
7% acres but less than 15 acres should 
be expropriated at one half the fixed 
price. U.S. authorities oppose confisca- 
tion of property as not in accord with 
democratic principles. 
@ The future will show occupation au- 
thorities whether Japan’s conservative 
Government intends to carry out the 
spirit of the land reform act, giving the 
peasants a chance to become landowners, 
or whether it will try to safeguard the 
interests of the prewar landlords. Success 
of the entire program depends largely 
upon the extent of the present Govern- 
ment’s co-operation. 
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The political, economic and strategic in- 
terests of the big powers meet in the Mid- 
dle East. More than half the-proved petro- 
leum reserves of the world are in that vast 
and remote region, including a part of 
Southeastern Russia. Last year’s produc- 
tion exceeded 365,000,000 barrels. The oil 
that flows out of the Middle East makes 
it a focal point in world affairs. 

The Worldgraph shows the share of the 
oil that goes to the major owners. British 
interests, which get the most, own petro- 
leum pools in Iraq, Quatar, Kuwait, South- 
ern Iran and Egypt. The U. S., in second 
place, has holdings in Saudi Arabia, Bah- 
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\ World Politics 


(The last 10 years have brought 
revolutionary changes in the power 
and policies of nations and_ the 
strategic means and methods avail- 
able to them in peace and war. As 
a result, the strategic map of the 
world has been redrawn. WORLD 
REPORT presents herewith a brief 
analysis of this new situation.) 


PyAHE Basis of world-wide strategy is 
AL caeiaaiy changing, sometimes 
gradually, sometimes rapidly. At any 
given time, however, the results mani- 
fest themselves in a fairly clear design 
of power, policy and possibilities, which 
largely controls the competitive exist- 
ence of nations in time of peace and 
decides their fate in time of war. 

Looking at the world scene of 1946, 
from the strategic point of view, the 
following facts are at once apparent. 
The world of our “map” is smaller, 
more compact, more closely integrated 
than ever before. 

A few years ago there existed a bal- 
ance of power among six or seven “great 
powers. Today there are only three 
great powers, and their balance or un- 
balance is as yet undecided. 

Russia, as the second of these great 
powers, has gathered to it certain 
satellite states and adjacent areas to 
form a compact political, economic and 
strategic unit. 

The U. S. and Great Britain, first and 
third of these great powers, are united 
in their ideals and in many common in- 
terests and policies. They tend to op- 
pose the aggressive policies of the 
Soviet world. 

There is a clear-cut division between 
these major parts of the world on ideo- 
logical lines, the theories of govern- 
ment and international conduct. 

Fifty-one nations are united in an 
organization pledged to maintain peace 
and security, to advance the human 
race. 

Three potentially great states, Ger- 
many, Japan and Italy, are completely 
controlled by the principal powers 
which defeated them, and two second- 
ary powers, China and France, due to 
political necessity, are being ascribed 
the technical status of “great powers.” 
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There is much unfinished business in 
making the peace settlement, and setting 
up the United Nations Trusteeship 
System. 

Technological advances, present and 
in prospect, of which the atom bomb is 
most important, have brought new ele- 
ments of vast and undetermined import 
into the strategic scene. 

Based on the above facts the world 
could be pictured in several different 
ways but for our purpose of clarifying 
the strategic situation, it is better to 
consider it as divided roughly into four 
parts. These may be labeled for conven- 
ience—the secure areas, the disturbed 
areas, the critical areas, and the domi- 
nant areas. These terms spring from the 
basic fact that relations among the U. S., 
Russia and Great Britain dominate and 
determine most of the world strategic 
pattern. 

The secure areas are relatively se- 
cure due to their location. They are not 
directly involved in the conflict between 
the Soviet and Western world. They 
comprise Australasia, no longer under 
the threat of an aggressive Japan, and 
the Southern half of Africa and of South 
America. 


DISTURBED AREAS 


The disturbed areas are so classified 
because they contain in themselves dis- 
turbing elements due to their own 
peculiar problems. These problems, 
however, are not unrelated to the great 
powers. Russia sees in these areas prom- 
ising fields for the spread of commun- 
ism. The Western powers see in them 
a threatened loss of their preferred 
position. They may eventually become 
critical areas, but at present they can 
be considered separately therefrom. 
China, India, Southeast Asia, the Neth- 
erlands East Indies, and the Northern 
half of Africa constitute the disturbed 
areas. 

The critical areas are those where the 
policies and interests of the Soviet and 
the Western world clash most directly, 
the areas of most probable trouble. 
They are the Middle East, Central Eu- 
rope including Trieste, and to a less de- 
gree North China. 


The dominant areas comprise the so- 
called Western world and the Soviet 
world. The Western world may be 
roughly described as including North 
America, the upper half of South Amer- 
ica, Great Britain and Western Eu- 
rope. The Soviet world extends from 
the Bering Sea to the Elbe and the 
Adriatic. 

Having recognized this four-way di- 
vision of the world our examination of 
the strategic map can be much simplified 
by putting aside as relatively unimpor- 
tant the secure and the disturbed areas, 
and concentrating our attention on the 
dominant and the critical areas. 

The Soviet world covers about one 
fifth of the earth’s land surface. It is 
the largest and potentially the most self- 
sufficient part of the world ever to be 
united under one all-powerful authority. 
Defensively it occupies the strongest 
position in the world. Offensively its 
strategic position is unsurpassed as re- 
gards land and air warfare, but greatly 
restricted as to sea power by lack of 
adequate access to the sea. 

The Soviet world is absolutely con- 
trolled by Russia, and for that reason 
has the great and rare strategic asset 
of a single directing head who is vested 
with unrestricted power and _ respon- 
sibility. 

Russia, while an undeveloped nation 
as judged by U. S. and British standards, 
is the largest and most populous white 
country, and possesses vast resources, 
the world’s largest army, and a growing 
productive capacity. It has a marked 
toughness in its national fiber, the dis- 
cipline of a police state and a political 
and ideological urge to expand. It is 
capable and confident of producing 
atomic bombs in the near future. 

The Western world, as_ previously 
defined, is roughly of the same area as 
the Soviet world. In other strategic 
factors, however, it is quite different. 
Physically it is divided by the Atlantic— 
while the Soviet is a unit. Its leadership 
is the dual, and at times the divided 
leadership of the U.S. and Great Brit- 
ain. The bonds between these leaders 
and the other Western states are neither 
definite nor strong. From the strategic 
point of view, the Western world in 
comparison with the Soviet is sorely 
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Balance of Power That War Upset Remains 
Undecided Between Soviet and Western Blocs 


deficient in organization and unity of 
command. The strategic location of the 
Western world taken as a whole is in- 
ferior to that of the Soviet, because of 
the vulnerable position of Western Eu- 
rope and Great Britain. Except for these 
two factors, however, the Western 
world is superior to the Soviet, in almost 
all strategic elements. 


U.S. POSITION SECURE 


If we consider only the American 
part of the Western world its strategic 
position is fully comparable with that 
of Russia. Placed between two oceans, 
it is as secure against invasion by the 
land power of Russia, as Russia is se- 
cure against being overrun by the 
forces of the West. Offensively it is in 
a better strategic position than Russia 
because of the flexibility of its naval 
and air power and the two oceans 
which surround it. 

The U.S. alone, in most elements 
of military power, resources, wealth 
and industrial development, stands 
above Russia. For the present and 
some years the West has the advan- 
tage of the atomic bomb—a strategic 


jfactor which is not yet accurately 


measured. 

At the present time the existence of 
the U. N. does not materially affect the 
strategic relationships of the two 
worlds. 

In Russia’s policy of aggressive na- 
tionalism, and continuing effort to 
achieve world-wide communism, the 
U.S. and Great Britain see a serious 
threat to both national and world-wide 
security, and the possible overthrow of 
the basic concepts of Western civiliza- 
ion. The Soviet on the other hand 
laims to see in this Anglo-American 
eadership an attempt to encircle and 
eventually destroy the Soviet worid and 
its way of life. 

It is obvious that strategically critical 
areas will exist where these two worlds 
meet and their interests and policies 
come in direct conflict. The most 
threatening of these areas, at present, is 
the Middle East, where Russia for a 

entury has sought an outlet to the 

arm seas, and where oil is now a 
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coveted prize. Russian expansion in 
this area strikes at one of the corner- 
stones of the British Empire—a secure 
line of communication to the Far East 
and threatens British and vital interest 
in Middle East oil. 

As the first power of the Western 
world, and for the long-range view of its 
own national interests it is generally 
considered that the U. S. must fully sup- 
port and assist Great Britain against 
threatened or attempted Russian ex- 
pansion in this area. 

Military strategy in this part of the 
world has been much altered with the 
development of long-range air power 
and the possibilities of the atomic bomb. 

The results of the peace settlement 
will not particularly concern this critical 
area but final decisions as to the new 
regime for the Dardanelles may be of 
great importance—might prove to be 
the test of Russia’s ultimate intentions. 

The critical area in Central Europe 
is not so immediately dangerous as the 
Middle East. Apparently Russia has not 
yet decided, or at least has not revealed, 
its policy as regards Germany. If Russia, 
as seems possible, decides to split Ger- 
many into two parts then this critical 
area will have been advanced that much 
farther into Western Europe. The West- 
ern European nations, normally a strate- 
gical unit with Great Britain as regards 
Russia, may be weakened in that rela- 
tionship, and the strategic position of 
Britain thereby made even weaker. 

In Central Europe, therefore, the 
strategic problems will be directly af- 
fected by the peace settlement in regard 
to Germany, Austria and Trieste. New 
technological developments tend to fa- 
vor Russia in this area due to the pe- 
culiarly vulnerable position of Great 
Britain and the generally congested and 
industrialized character of Western 
Europe. 

The situation in the critical area of 
North China and Manchuria is less clear 
and apparently less urgent. It would 
seem that Russian policy at present is 
to concentrate her efforts in the Middle 
East and Central Europe and to await 
developments in the Far East. From the 
strategic point of view, however, it 
must be recognized that this situation 
may change at any time. 





Neither the Soviet nor the Western 
world wants war, but Soviet policy may 
bring on a conflict in any one of these 
critical areas. It is conceivable but im- 
probable that the fighting might be 
limited to such areas rather than de- 
velop at once into another world war. 
For example, if Russians invaded Tur- 
key, the Turks and the Western forces 
might drive them out and thereafter 
accept the defensive rather than attempt 
to invade, occupy and defeat Russia. 


WHAT RUSSIA COULD DO 


It will probably be within the capa- 
city of Russia to overrun the Middle 
East, against the combined opposition 
of the U.S. and Great Britain. Likewise, 
Russia could advance into Western Eu- 
rope, and by modern missiles could 
make Great Britain untenable. Russia 
could probably not carry out both of 
these efforts simultaneously. The extent 
to which the United States in support 
of Great Britain could make effective 
resistance to these efforts would de- 
pend largely on its state of readiness 
when Russia struck. 

In such case we should have much the 
situation that was feared if Hitler had 
been able to crush Great Britain. But, 
insofar as we can foresee there is nothing 
in the technique of future warfare which 
will make it strategically possible for 
the conquerors of Europe to invade and 
overrun the United States, once it is 
fully armed and ready at sea, in the 
air and on the ground. 

There remains the strategic situation 
as affected by the prospective develop- 
ment of long-range air power, atomic 
bombs, and other forms of mass destruc- 
tion. Here one enters the field of specu- 
lation, in which only time will tell. At 
present, however, most military opinion 
considers that while the new weapons 
will make war more complex, more 
deadly and more final, the relative stra- 
tegic position of the two opposing 
worlds will-be little changed thereby. 

As long as the U.S. has a marked 
superiority in atomic armament, this 
strategic factor will favor the Western 
powers. When and if the Soviet over- 
comes that superiority, it would acquire 
a limited strategic advantage in the 
extent to which it would be willing to 
begin a war by a surprise attack with 
bombs. Should the Western powers per- 
mit the Soviet to attain a marked 
superiority in the new weapons, the 
present strategic map of the world will 
be just another scrap of paper. 
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TURK ECONOMY SAGS 
UNDER DEFENSE COSTS 


Russian pressure forces military 
expenditures upward, increasing 
deficit. Inflation adds to strain 


Reported from ANKARA, 
LONDON and WASHINGTON 


Turkey now is paying the price 
of wartime neutrality and peacetime re- 
sistance to Russian pressure. The price 
is calculated in heavy military expenses, 
budget deficits and drastic measures to 
hang on to her world trade. 

The prosperity enjoyed during 
the war years, when neutral Turkey was 
courted by both Germany and the Allies, 
now is turning sour. Russian demands 
for more influence in the Turkish Straits 
require Turkey to maintain, and even in- 
crease, military preparations. The bo- 
nanza prices Turkey charged in war- 
time now turn out to be too high for 
competition in peacetime markets. Dip- 
lomatic support from the United States 
and Britain on the Dardanelles cannot be 
turned into cash to meet this financial 
strain. 

Turkey today is facing up to this new 
economic situation and finds it costly. 


@ Military expenditures are at a record 
level. Next year’s outlay is to be even 
higher. Turkey's total 1946 budget was 
$353,000,000, of which 40 per cent 
went to the Army, Navy and Air Force. 
Other expenses that could have been 
avoided if Turkey had not been under 
outside pressure raised the military drain 
to nearly 60 per cent of the budget. For 
next year, the Government has announced 
a spending program of $400,000,000 
and the portion reserved for military 
needs will be just as large. 

The armed forces number 800,000 
men, about 4 per cent of the population. 
Partial mobilization still is in force. 

@ Deficits are increasing the public debt, 
which now stands at $535,000,000. The 
1946 deficit, $34,000,000, was covered 
by internal loans. 

@ Inflation has skyrocketed prices in 
Turkey to more than four times the 1938 





TOBACCO SORTERS IN AN IZMIR FACTORY 
Drop in cigarette leaf exports adds to Turkish financial straits 
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level. This was due in part to the: way 
Germany and the Allies competed in 
preclusive buying of Turkish products 
during the war, in part to the fact that 
the war shut off imports of manufac- 
tured goods on which Turkey depends 
to supplement her infant industries. 

@ Trade with other countries has re- 
flected the high prices by taking a severe 
slump in volume. The United States, 
Turkey's best customer, in the first seven 
months of this year bought goods from 
Turkey worth $45,211,000, $1,000,000 
less than in the preceding year. Actual 
volume of imports, however, was much 
lower. American imports of cigarette 
leaf from Turkey, an important item in 
trade between the two countries, dropped 
about 20 per cent by volume in the first 
seven months of this year compared with 
the same period last vear. 

Turkish imports, on the other hand. 
are rising because of the demands of her 
military situation and the needs of in- 
dustry and consumers, on a_ starvation 
diet for imported goods throughout the 
war. The end of the Lend-Lease pro- 
gram, through which Turkey received 
equipment worth $106,000,000, has 
forced Turkey to dip into cash reserves 
to pay for goods formerly received with- 
out charge. 

@ Drastic measures are being used by 
the Turks to fight this down-swing in 
the economic cycle. 

Devaluation of the Turkish pound was 
announced recently. A few weeks ago $1 
could buy 1.8 Turkish pounds. Today 
$1 buys 2.8 Turkish pounds. This is 
expected to stimulate exports of tobacco, 
chrome, raisins, copper and other prod- 
ucts. The average Turk is disturbed, how- 
ever, because he finds that imported 
goods cost more and, in some categories, 
have disappeared completely from store 
shelves. 

Outside loans are being sought by the 

Turks but without much success. Early 
this year, Turkey applied for a loan of 
$500,000,000 from the United States. 
The Export-Import Bank is granting 
Turkey $25,000,000, mainly for rail- 
road equipment. For the rest, the Turks 
were told to go to the World Bank, whose 
statute they have not vet ratified. Britain 
has loaned them no money. Turks wish 
that Anglo-American diplomatic support 
on the Straits question were matched 
with financial help. 
@ The result of these financial troubles, 
intensified by political worries, is that 
Turkey has to postpone, indefinitely, am- 
bitious plans for development. For the 
immediate future, Turks will be satisfied 
if their financial sacrifices help to keep 
Russia out of the Dardanelles. 
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—International 


THE TURKISH STRAITS, a series of deepwater passages Aegean, have been a key to world power for centuries. 
separating Europe from Asia and linking the Black Seato the Turkish fort, five centuries old, still dominates the scene. 


THE STRUGGLE FOR THE STRAITS 


O™ major question left unsolved by the war and recent complicated the peace settlements of every major war in 
peace conferences is the problem of the Turkish Straits. Europe for the last 200 years and the last war is no exception. 
Russia seeks control of this strategic gateway to the warm The argument now still is in the diplomatic stage. Armed 
waters of the Mediterranean. The United States, Britain and force is displayed by both sides, but no country seems ready 
Turkey seek to forestall any change that is not in line with yet to fight for its demands. An international conference 
their own security requirements and with principles of the probably will be called to consider the question, which also 
United Nations. Russian pressure for this southern outlet has may become another problem for the United Nations. 
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—Copyright, 1946, by World Report 
PASSAGEWAY, consisting of the Bosporus, Sea of Marmora _ wide at some points. It gives access from Russia’s southwest- 
and the Dardanelles, is about 200 miles long, only a mile ern territories to the seas and continents of the world. 
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—Brown Brothers —Brown Brothers 


(1) PETER THE GREAT, Russian Czar (2) CATHERINE THE GREAT (1762- 
(1682-1724), originated the basic doc- 1796), fulfilled Peter’s ambition, in 
trine, still followed by Stalin, that Rus- part. She conquered north coast of 
sia must have control of the Straits. Black Sea, opened it to Russian ships. 
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(3) CRIMEAN WAR (1853-55) began as a quarrel among the great powers (4) RUSSIA ATTACKED Turkey in 
over the right to ew Christian clerics in Turkey, but the basic issue was control 1877 to upset treaty restrictions on navi- 
of the Straits and Black Sea. In savage land and naval battles at Sevastopol, the gation in the Straits and Black Sea. 
British and French defeated Russian forces, subsequently imposed a treaty for- This brief war, marked by gunboat duels 
bidding Russia to maintain naval vessels or to build fortifications on the Black Sea. along the Danube River, almost resulted 














—International 
(7) VERSAILLES Conference embodied in the Treaty of Sévres (1920) one of (8) LAUSANNE Treaty (1923) replaced 
President Wilson’s Fourteen Points, declaring that “the Dardanelles should be Sévres as instrument governing the Straits. 
permanently opened as a free passage to the ships and commerce of all nations The newborn Turkish Republic had to 
under international guarantees.” Russia, torn by defeat and Communist revolution, demilitarize the Straits, and an interna- 
lost interest. Prostrate Turkey had no say. Allied troops occupied the Straits. tional commission was created to carry out 
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(5) CONGRESS OF BERLIN in 1878 forced Russia to sign away most of the fruits 
of her victory over Turkey. Such astute diplomats as Disraeli of England and Bis- 
marck of Germany got the Island of Cyprus for Britain, two Slav provinces for 
Austria, but Russia came away from the conference without control of the Straits. 
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in Russian occupation of Constantinople. (6) GERMANY entered competition for influence in the Straits at turn of the 
Only British pressure kept Russia from century, became Turkey’s ally in World War I. Britain this time was allied to Czar- 
seizing this plum. British diplomacy also ist Russia, and promised secretly, in London treaty, to let Russia annex Constan- 
Se ced Russia to agree to a review of tinople and the Straits. Disastrous Dardanelles campaign, fought on beaches of 


the new situation by the big nations. Gallipoli, was Britain’s attempt to open supply lines to Russia via Straits in 1915. 


—Brown Brothers _ —Wide World 
rovisions for freedom of navigation. (9) AT MONTREUX, in 1936, Turkey and Russia made gains in the Dardanelles 
Britain won chief demand of access to at the expense of other nations. Turkey, by then a vigorous republic, regained the 
Black Sea at expense of Russia. Turkey right to fortify the Straits, was freed from international supervision. Russia got 
tegained sovereignty over the area. Note important rights to send warships through the Straits and to limit entry of war- 
Benito Mussolini in front row, center. ships of outsiders. This is the Straits Convention Russia now wants to revise. 
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—Turkish Press Bureau —Acme 
(10) ATATURK, founder of modern (11) FRANZ VON PAPEN, German 
Turkey, regained control of Straits for Ambassador, had much to do with end- 
his country, succeeded in avoiding ing Turco-Russian friendship. Now he 
conflict with Russia while he lived. has been acquitted of war crimes. 







greet 









(12) ALLIES also tried to turn Turkish neutrality to their advantage. President (13) RUSSIA, through influence in Ro- 
Ismet Indnii conferred with President Roosevelt and Prime Minister Churchill at mania and Bulgaria, now controls all 
Cairo in 1943, finally brought his nation into war on Allied side in 1945. Allies, Black Sea coastline except in Turkey. 
particularly Russia, were angry that Turks let some German ships through the Since end of war, Russia has denounced 
Straits into the Aegean. Turks made profits selling supplies to both sides. friendship pact with Turkey and demanded 
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(16) TURKEY is determined to defend her soil against any encroachment. Al- (17) AN ARMY of 800,000 men still mo- 
though the Turks are brave, they have little armed strength. The air force numbers _ bilized at wartime strength, is Turkey’s first 
no more than 500 planes, mostly fighters, and is composed of a mixture of British, _ line of defense. Although Turks are classed 
German and American types. Antiaircraft defenses are not adequate to give major _ as great natural fighters, lack of equipment 
cities full protection against a bombing attack. The country lacks arms plants. would force them to rely chiefly on 
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_ —Sovfoto 
revision of Montreux pact to give Russia 
a share in defense of the Straits. U. S. and 
Britain would be excluded from any part 
in the negotiations. Russian pressure on 
Turkey now is mounting in strength. 
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—Black Star 
guerrilla tactics in case of war. Recent 
elections demonstrated that all major 
political parties are united behind the 
Government’s firm resistance to Russian 
demands for concessions in the Straits. 
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(14) BRITAIN’S STAKE in the quarrel is, as it has been since the Crimean War, 
the safety of communications in the Mediterranean. Britain and U.S. agreed at 
Potsdam to revise the Straits convention, but never intended to give Russia a base 
on Turkish soil. British fleet visiting Istanbul symbolizes support of Turkey. 
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—U. S. Navy 
(15) UNITED STATES, never before a party to a treaty regulating the Straits, 
now is taking a leading role in opposing Russian demands on Turkey. The U. S. S. 
Missouri visited Istanbul last April to return home the body of Turkey’s late envoy 
to the United States. This trip was an occasion to show Turks that the United 
States plans to support them. U.S. diplomatic notes since have made this clear. 
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—Ewing Galloway 
(18) MODERN ISTANBUL, the Constantinople of history, is proud of its great 
harbor and the Golden Horn, where ships of all flags have dropped anchor 
through the centuries. Its position as queen city of the Straits is today just as 
tempting, strategically, as it was in the days of Peter the Great. Now, as in the 
past, its fate is in the hands of the big powers that vie for control of the Straits. 


OCTOBER 29, 1946 © 33 








NAZIS: INFLATED... 


“cng 
5 aaa " , 





—Acme 


—International 


Diplomat Von Papen 








—Black Star 
Propagandist Fritzsche 
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SCHACHT, VON PAPEN, FRITZSCHE: 
Nazis Freed at Nuernberg Face New Trials 


HE German people now are to try the 
ge Nazi leaders who survived Niirnberg. 
Financier Hjalmar Schacht, diplomat 
Franz von Papan and propagandist Hans 
Fritzsche, acquitted by the International 
Military Tribunal on charges of crimes 
against other nations, are to be prose- 
cuted by German courts for the Nazi 
enslavement of their own country. 

Schacht and Von Papen helped bring 
the National Socialists to power. All three 
men served Hitler faithfully for a long 
period. But they were acquitted because 
it had not been proved “beyond a rea- 
sonable doubt” that they were in Hitler's 
inner circle and directly party to the Nazi 
conspiracy to launch aggressive war. 

As top officials, however, the three 
Nazis now face trial by the new German 
denazification courts, which can impose 
sentences up to 10 years imprisonment. 
Germany's present leaders may even try 
them on more serious charges of “crimes 
against the German people.” 

After World War I, the Allies left 

punishment of German war criminals to 
the Germans, and nothing happened. 
Today the world is seeing the surprising 
spectacle of Nazi leaders, freed by the 
Allies, seized for prosecution by their 
own countrymen. 
@ Hjalmar Horace Greeley Schacht, the 
first of the three to be rearrested, is the 
most spectacular because he is the most 
astute. At 69, Hitler’s “financial wizard” 
still possesses much of the vigor he had 
when he told an interviewer he was 
“65 going on 40.” 

The main change in his appearance is 
the absence of the 4-inch-high collars 
that used to conceal his rooster-thin neck 
and were known as “Schacht’s trade- 
mark”—“the only clean thing about him,” 
a German Foreign Minister once said. 

The gangling banker-economist, who 
is 6 feet 3 inches tall, was an ardent 
monarchist and nationalist before World 
War I, but turned up as an equally 
ardent republican afterward. He heiled 
the Nazi Brown Shirts three years before 
Hitler came to power, but now he claims 
he is anti-Nazi and always has been. 

The son of a German soap merchant 
and a Danish countess, Schacht got his 
middle names, Horace Greeley, as a re- 
sult of a 12-year stay by his father in the 
U.S. before Schacht’s birth. The family 
returned later, and young Hjalmar at- 
tended school in Brooklyn for six years. 
He still speaks fluent English. 


A prominent banker, Schacht became 
the Reich’s Currency Commissioner in 
1923. He halted German inflation after 
the mark had fallen to 3,900,000,000,000 
to the dollar and became known as “the 
man who saved the mark.” 

As President of the Reichsbank from 
1924 to 1930, Schacht wangled huge 
loans abroad, encouraged capitalists in 
other countries to invest in German in- 
dustry and brought in 3,000,000,000 
more marks in external aid than Germany 
paid out in reparations. He turned Ger- 
many into “the most successful fraudu- 
lent bankrupt in the history of the 
world,” one economist has said. 

In 1930, after this fantastic structure 
of paper finance collapsed, Schacht re- 
signed in a controversy over reparations. 
The next year, forseeing Hitler’s rise to 
power, he began plotting his comeback, 
persuading industrialist Fritz Thyssen to 
contribute $875,000 to Hitler’s campaign 
fund in 1932. 

When Hitler became Reichschancellor, 
Schacht was appointed Economics Min- 
ister and Reichsbank President. He lived 
in an apartment at the bank. There, in his 
kitchen, he served fried potatoes and red 
wine to special friends, and cooked up 
the ingenious but unscrupulous schemes 
that financed German rearmament. 

Forced loans from German banks and 
insurance companies were Schacht’s clev- 
erest invention. He replaced the savings 
of the German people with worthless 
paper, backed only by the Government’s 
word. He devised “blocked marks” to 
finance barter trade with other countries, 
instituted export dumping on a grand 
scale and obtained foreign exchange by 
ransoming prominent Jews who had 
wealthy families abroad. 

Schacht pulled the wool over the eyes 
of U.S. and British bankers in tours of 
both countries and convinced them that 
they could do business with the Nazis as 
long as he was there as a moderating in- 
fluence. Montague Norman, Governor of 
the Bank of England, acted as godfather 
to Schacht’s grandson. American finan- 
ciers spoke of him as an “anti-Nazi Nazi.” 

The Nazi politicians never trusted 
Schacht, although they valued his brains. 
Hermann Goring, one of his main en- 
emies, described him as “unloved, un- 
wanted, indispensable.” Goring favored 
the manufacture of synthetic raw mate- 
rials to supply the arms industry. Schacht 
urged expanded imports. 
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In 1986, Goring won the argument, 
and the next year Schacht was ousted as 
Minister of Economics. But he remained 
as Reichsbank President until 1939 and 
as Minister without Portfolio until 1943, 
master-minding the looting of occupied 
Europe. Hitler presented him with a 
golden pin of the Party and made him, 
retroactively, an “old member” of the 
Nazi gang. 

Schacht now claims that he favored 

rearmament only to gain Germany equal- 
ity with other great powers, not as prepa- 
ration for aggressive war. He contends 
that he attempted to slow down arms 
production when he realized the true 
intent of Nazi policy. The Niirnberg 
prosecutors, however, charged that he 
merely was venting his personal chagrin 
at being ousted by Goring. In 1944, 
Schacht took part in the plot on Hitler’s 
life and was sent to a concentration camp. 
The combination of these circumstances 
won him acquittal at Niirnberg. 
@ Franz von Papen, like schacht, pro- 
vided window dressing for the Nazis in 
the early days. Where Schacht was the 
link with the rich, Von Papen was bait 
for the wellborn. As President of the 
Berlin herren (Aristocrats) Club, he won 
the support of Junker officers and Prus- 
sian nobles for the Hitler regime. 

Notorious for a life of intrigue, the 
67-year-old diplomat long has been called 
the “gray fox” of German politics. But 
history shows he outfoxed himself more 
frequently than he did his adversaries. 
It was Von Papen who “held the stirrup 
while Hitler vaulted into the saddle.” 

Suave, plausible, always charming, 
Von Papen won the confidence of Ger- 
many’s senile President Von Hindenburg 
in 1932. Under a secret agreement with 
Hitler, which Von Papen got Von Hind- 
enburg to accept, Hitler was made Chan- 
cellor in January 1933. Von Papen, as 
Vice-Chancellor, was to be the real boss. 
Instead, he became Hitler’s puppet. 

Blunders like this one run through Von 
Papen’s entire life. As German Military 
Attache in Washington in 1914, he not 
only got himself expelled for indiscreet 
handling of espionage and sabotage but 
slipped three times in concealment of 
secret documents. 

American searchers found the key to 
the German secret code in a desk in Von 
Papen’s office. En route to Germany, Von 
Papen’s ship was stopped by the British, 
who searched his luggage and found 
checkbooks containing the names of 126 
German agents in the U. S. 

Despite this, Von Papen inexplicably 
continued to carry documents concern- 
ing the spy ring in the U.S. on his next 
assignment as liaison officer with the 
Turkish Army. He left these dossiers be- 
hind in his trunks when he fled Jerusa- 
lem with the Turks, and they fell into 
the hands of the British. 

After World War I, Von Papen went 
into politics as a leader of the Catholic 


Center Party in the Prussian Diet from 
1921 to 1931. As Hitler’s Vice-Chancel- 
lor, he negotiated a concordat with the 
Vatican, then accepted appointment as 
German Minister to Austria a few days 
after the Nazis murdered his closest as- 
sociates in the blood purge of July 1934. 

In Vienna, Von Papen tried to conquer 
Austria from within. He financed the 
Nazi fifth column and sought to put 
Austrian Nazis in control of the Govern- 
ment by “intrigue and bullying,” accord- 
ing to the International Tribunal. Von 
Papen claims, however, that he opposed 
Hitler’s decision to occupy Austria by 
force in 1938, and this technicality was a 
major factor in his acquittal. 

From 1939 to the closing days of the 
war, Von Papen was German Ambassador 
in Turkey. He failed to bring Turkey into 
the war alongside Germany, but he suc- 
ceeded in obtaining vital intelligence and 
raw materials for the Nazis’ war machine. 
@ Hans Fritzsche, unlike Von Papen 
and Schacht, was never a policy-making 
official of the German Government. He 
held top administrative posts in the Prop- 
aganda Ministry, equivalent to that of 
an assistant secretary in a U.S. Govern- 
ment department. 

Fritzsche now claims he was deceived 
by the Nazis. Still an expert propagan- 
dist, he demands trial by a German court 
(which he will get anyway) to clear his 
name, though he joined the National 
Socialist Party in 1933 and remained a 
Nazi until the German collapse. 

Now 46, Fritzsche was an obscure 
editor of a nationalist news agency when 
the Nazis came to power. Under Joseph 
Goebbels, he combined news agencies 
privately owned into one service operated 
by the Government, DNB, which he 
headed until 1938. Then, as chief of the 
domestic press section of the Propaganda 
Ministry, he administerd the Nazis’ iron 
control over the German press. 

In 1942, Fritzsche was placed in 
charge of all radio broadcasting in Ger- 
many and occupied Europe. However, 
he never took part in top conferences of 
the Nazis and never held a conversation 
with Hitler. To this, he owes his release 
by the International Military Tribunal. 

The Allied judges were limited by 


their Charter and by the Allied indict-. 


ment, which was aimed only at the high- 
est level of the Nazi hierachy. German 
courts can punish lesser crimes, and this 
is what will bring Fritzsche, Schacht and 
Von Papen to trial before their own 
people. 

In a sense, the trials before the Ger- 
man courts may become even more im- 
portant than those before the Inter- 
national Tribunal. German nationalists in 
future years may attempt to raise to 
martyrdom Nazi chieftains executed by 
the “enemy,” but they will have less 
success at this if Nazi leaders, freed by 
the Allies, are convicted by their own 
countrymen. 
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2 ite Around the World 


San Pedro Sula, town that bananas built, 


is @ modern marvel in the Honduran wilds 


SAN PEDRO SULA, HONDURAS 

F YOU WERE to imitate the old ad- 
Satan from Spain and beat a 
path through the Honduran wilds, you 


















































might stumble upon a marvel they nev- 
er saw: an American main street laid 
out in .a jungle clearing. 

There it is, thousands of miles from 
where it belongs. It is hard to believe 
because, down in these subtropics, “civ- 
ilization” usually means thatched huts, 
and oxcart and a red dirt road. 

In this case, the Honduran wilderness 
has been remodeled because people in 
New York, Chicago and London like fresh 
fruit out of season for breakfast. A dance 
hall, dress shops and golf links have come 
to this jungle valley. So have 20,000 per- 
sons. Taken together, they are San Pedro 
Sula—a town that bananas built. 

Banana Town talks two languages: the 
Spanish of the Conquistadores and the 
English brought in more recently by the 
banana traders. English seems to be win- 
ning. 

On a bus in Banana Town, I groped for 
change and found only traveler's checks 
and folding money. In Mexico City or 
San Salvador, my predicament would 
have called forth a torrent of Spanish 
from the unhappy conductor. The swarthy 
little fare-collector on the Banana Town 
bus took in the _ problem, 
grinned and said in American- 
style English: 

“No change? All right—for- 
get it.” 

Urbane San Pedro Sula, with 
its bilingual bus conductors, got 
that way by being the show 
window of the banana coun- 
try. Behind its smartness is La 
Lima—a plain little town, ly- 
ing eight miles to the east. 
Here are miles of railroad sid- 
ings for the banana cars and rows of 
white houses with wide, screened veran- 
das for the banana executives. 

Farther east still, amid the thick green 
of the plantations, live the foremen and 
the men who wield the machetes. After 
cutting, most of the still-green bunches of 
bananas go by railroad to the nearby 
ocean port of Tela to be loaded aboard 
northbound steamers. 

The average American homemaker 
who was unable to get bananas during the 
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war years would have sighed happily if 
she could have glimpsed the beach at 
Tela. She would have found “rejects’— 
whole clumps of bananas discarded for 
some minor reason—floating in the surf or 
cast aside on the piers. There would have 
been enough rejects to slice into her fam- 
ily's cereal bowls for many mornings to 
come. 

Lack of ships, not scarcity of fruit, has 
been the bottleneck in the banana busi- 
ness. Although the U.S. housewife has 
been annoyed, these banana lands have 
experienced real economic hardship. Dur- 
ing the war, many unemployed harvest- 
ers found jobs on the Inter-American 
Highway. The fruit companies tried val- 
iantly to substitute crops needed during 
the war, such as rubber, but pay checks 
dwindled. 

Now, however, things are improving in 
Banana Land, and bananas are being 
shipped. These days, bronzed men, sin- 
gly and in groups, are to be seen again 
along the road between San Pedro Sula 
and the company town of La Lima. Some 
are headed for the banana groves. Others 
are waiting for busses to take them the 
other way—to San Pedro Sula to spend 
part of their pay. 

This mecca of the workers, Banana 
Town, confuses you the first time you 
see it. There is modernity mixed 
with something else. Stores sell 
imported whisky at up-to-date 
prices—$7.50 a fifth—and dis- 
play supermodern neckties with 
airbrush designs, like those in 
New York and Miami. But then 
look at the stores themselves. 
They often are painted gray 
and usually are frame. As you 
walk down Third Avenue, sud- 
denly you realize that you are 
seeing an American main street 
of 1890. In its race toward banana wealth, 
San Pedro Sula has outgrown itself. 

San Pedro Sula would like to be con- 
sidered far more than just a dine-and- 
dance rendezvous, with bananas paying 
the check. It and other Honduran cities 
of the low-lying fruit region are fighting 
a lively political battle. 

On the edge of town, a little bungalow 
painted and set in dusty flower beds 
houses a newspaper that constantly chal- 
lenges the national Government. Now and 








then henchmen of President Tiburcio 
Carias Andino arrest an editor of El 
Norte, but later the editorials turn sharp 
again, as do those of the bigger, richer 
El Commercial, housed in a more impos- 
ing building on Banana Town’s main 
street. 

These rebel editors, along with their 
colleagues elsewhere in the coastal area 





in the North, risk their savings and some- 
times more; but they have the satisfac- 
tion of being reprinted enthusiastically in 
neighboring republics, and so the anti- 
Government campaign grows. 

“Carias is a dictator,” the complaint 
runs. “He entered office legally, but in 
1936 he emasculated the Constitution to 
allow him to hold on forever.” 

Up in hilly Tegucigalpa, a pro-Govern- 
ment newspaper, La Epoca, unfailingly 
replies that President Carias is gentle and 
tolerant, that he has provided paved 
streets and diversified farming. If there 
really were no freedom, the pro-Govern- 
ment paper asks, how could the enemy 
newspapers speak out? 

Citizens of Banana Town remember 
that on July 6, 1944, Government soldiers 
fired into a crowd of political paraders on 
a central street. This is just one more rea- 
son why gay, bustling San Pedro Sula 
feels irritated by the colonial, and more 
austere, national capital. Townsmen shake 
their fists in the direction of Tegucigalpa, 
and there are whispers about revolutions 
and “a new man in the Presidential 
Palace.” 

San Pedro Sula’s political talk is vig- 
orous. It may beget action. But most often 
Banana Town talks about bananas. The 
fruit is moving again, from plantation to 
railroad car to wharf to foreign breakfast 
table. Is that not almost as satisfying as 
a revolution? 

R. A. Y. 
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Old Japanese finds fishing good business 


but objects to Government’s restrictions 


MISAKI, JAPAN 
HE OLD FISHERMAN with leathery skin, 
tanned a coffee brown by half a cen- 
tury of sun and salt water, rolled the 
sweeper of his sampan with a rhythmic 
motion. We coasted through the surf 
leisurely as he scanned the waters with 
an experienced eye. After a while, Wata- 
nabe emitted a satisfied grunt and let 
the anchor slip 40 feet to the bottom of 
the ocean. 

Watanabe is 60 years old and proud 
of his age, for he has the physique of 
a young athlete. He was born the son 
of a fisherman, and he swam before he 
walked. Now he is the boss of the fisher- 
men around here. The others look to 
him for help and advice. 

Watanabe is a small man with a wiry 
body, his legs are stubby but sturdy and 
his biceps are as big and hard as base- 
balls." His eyes seem to possess a per- 
petual twinkle, and his laugh comes easy 
and often. 

When Watanabe has an audience, he 
delights in displaying his prowess as a 
fisherman. He fishes not in the ordinary 
manner. He refuses to use net or hooks 
or lures in his business. He goes down to 
the bottom of the ocean after his fish. It’s 
really quite a show. 

Carefully but with studied casualness, 
assumed for dramatic effect, Watanabe 
washed his homemade goggles. Then he 
wiped them with a peculiar seaweed that 
left an oily film on the glasses. On either 
side of the goggles, there was an airtight 
fish bladder with inflating tubes. The old 
fisherman inflated these, explaining that 
the air from these balloonlike bladders 
maintained a constant pressure inside the 
goggles. This prevents the glass from 
breaking when he dives 30 or 40 feet to 
the floor of the ocean, where the pressure 
is great. 

Watanabe slipped the goggles over his 
eyes, stuffed leaves into his ears to pro- 
tect his ear drums from pressure and 
then took up his fishing tackle. In one 
hand he held a pronged stick, and in the 
other a stick with an octopus tied to the 
end. He announced that he was going 
to dive for lobster. 

“Why the octopus?” he was asked. 

Watanabe explained that, on the ocean 
floor, he would poke the octopus into 
holes where the lobsters hide and that 
would frighten the lobsters out of their 
concealment. 

As he spoke, the fisherman gazed into 
the water. Then with a smooth motion 
he slipped silently over the gunwales 
and slid headfirst into the water. He had 
tied a heavy chunk of iron around his 
shoulder to carry him quickly to the 
bottom. 


Through a glass-bottomed bucket, I 
watched the swimmer glide down and 
down until his head disappeared. in a 
jungle of seaweed. With several hefty 
kicks, he pushed deeper into the weeds 
until he finally disappeared completely. 
Thirty seconds passed. Then 40. We 
waited, wondering how long he would 
stay down, and tried to pick the spot 
where he would bob to the surface. 
About 10 feet from the sampan, there 


was a slight ripple, and Watanabe’s head - 


came into view. Gleefully, as he tread 
water, the fisherman waved two lobsters 
he had caught. He swam back to the 
boat, tossed the lobsters into a box partly 
filled with water and climbed into the 
boat. 





He took two or three deep breaths to 
fill his lungs, but after that he breathed 
easily, showing no effects of the pro- 
longed dive. It was an amazing spectacle 
and somewhat embarrassing for the rest 
of us. For we realized that the old man 
casually had performed a feat of endur- 
ance that would have been a challenge 
to anyone half his age. 

Crossing his legs and draping a rag 
turbanlike on his head, Watanabe ex- 
pertly started a fire with shavings. He 
cleaned out a pipe with a tiny bowl 
and a stem two feet long and filled 
it with tobacco. He lighted the tobac- 
co with an ember from the fire, took 
two long puffs, emptied the pipe, and 
then cursed the Government for impos- 
ing a prohibitive tax on tobacco. That 
was a show in itself. 

Then Watanabe was ready for another 
dive. This time he armed himself with 
a long spear. He donned his goggles 
again and stuck his head under the water 
to seek out his quarry. He again slipped 
over the side. This time he shot to the 


ocean floor and crouched behind a huge 
rock. An unsuspecting fish swam past 
and, with a lightning thrust, Watanabe 
speared it. 

Back on the beach, Watanabe broiled 
the lobsters over a fire and, with the 
philosophic air of a man of many years 
and much experience, he talked about 
the business of fishing. 

“It is a good business,” he said. “But 
Government restrictions are making it 
harder on us every day. They are trying 
to make us sell our fish on the official 
market. They tell us what price we can 
get. But then they charge us high taxes 
and everything we buy costs a fortune.” 
This was the language of the small busi- 
nessman in any country. 

Watanabe had little to say about the 
war or the Americans or the occupation. 
He didn’t like the Government, which 
he blamed for all his troubles. As for 
the occupation, he didn’t know much 
about that. He seldom saw American 
soldiers in his remote little bay. Lately, 
he had seen a few soldiers who had 
come around to blow up some military 
installations. 

The old fisherman pointed to a series 
of caves in the cliffs lining the bay. 
These, Watanabe explained, had been 
used by the Japanese Navy during the 
war as a repair depot for the tiny one- 
man and three-men submarines. He 
pointed to two huge caves where we 
could see submarines that had been 
under repair when the war ended. In 
other caves, there was expensive power 
equipment. 

During the war, Watanabe knew what 
was going on there in those caves, but 
it was none of his business and he ignored 
it all—except when the Navy interfered 
with his fishing. 

As we talked, Watanabe enviously 
eyed my pipe. I offered him some Ameri- 
can tobacco, and he accepted with de- 
light. A few minutes later, he bowed 
apologetically and hesitantly asked if he 
could borrow my pipe for several hours. 
He wanted to make one like it. I handed 
him the pipe and told him: “Presento.” 
Watanabe studied the pipe ecstatically 
for a moment and then he bowed 
very low. 

“This will be my only luxury,” the 
old fisherman said, and graciously he 
slipped away so that he could display 
the prize to the other fishermen who 
lived around the bay. 
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U. S. DECONTROL STIRS 
WORLD-WIDE REACTION 


Export limitations to end next year, 
but other nations fear price rises 
will cut their shares of vital supplies 


Business leaders and governments 
in many parts of the world are reacting 
with deep concern to the speedup of 
economic decontrol in the U. S. 

They fear that price rises through 
the turn of the year will cut into their 
share of American production, and they 
are anxious lest a later drop in U.S. 
prices set off strong repercussions in their 
own economies. 

In spite of present limitations on criti- 
cal items that other countries can buy in 
the U.S., those nations nonetheless have 
been counting on such goods to help them 
materially along the way of postwar re- 
covery. Now they may not be able to 
outbid American consumers. 

@ The new impulse from Washington 
for removal of wartime restrictions from 
domestic commerce and industry has di- 
rected attention also to the maze of limi- 
tations on international trade. These 
include export licensing, subsidies, import 
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quotas, commodity agreements, tariffs and 
monetary controls. 

U.S. policy is to eliminate these trade 
barriers, too, on a reciprocal basis, but 
many countries are reluctant to abandon 
the defensive practices that they have 
built up. 

And while American manufacturers 
may be tempted for the next several 
months to concentrate on the heavy de- 
mands of the domestic market, other in- 
dustrial nations—notably Britain, Canada, 
Sweden and Switzerland—are making real 
headway in world markets. Britain is even 
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continuing wartime “austerity” for its own 
people in order to force exports. 
@ End of export controls in the U.S. 
can be looked for during the first half of 
next year. Increasing supplies may well 
spell an earlier death for some restrictions. 
The remainder probably will go off when 
the present control law expires June 30, 
1947. To be watched especially before 
that time are the “big five” commodity 
groups—food, textiles, metals, chemig 
and building materials. 

Only heavy clamor from-U.S. con- 
sumers for scarce goods“will move the 
new Congress to cgafinue export controls, 
and it remaips-*fo be seen whether those 
commod jes still are scarce once increased 
priges’spur production. Controls on build- 
1g materials for the veterans’ housing 
program, however, may be retained. 

Actually, except in the case of food and 
clothing, no great proportion of American 
production of specific items is being 
shipped abroad. Export controls, how- 
ever, seldom mean complete embargoes 
because the U. S. feels it must help world 
recovery. 
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@ Food may be removed from the list 
of controlled exports before next summer 
if higher prices in the U.S. and a second 
peacetime harvest in Europe cut over- 
seas demands. The approaching end of 
UNRRA will mean some heavy shipments 
of American food to needy countries un- 
der arrangements for direct relief. Other 
nations, husbanding their dollars, will be 
forced to continue purchases in the U. S. 
simply because they need the food and 
can't obtain it elsewhere. 

Shipments of food from the U.S. in 
June of this year amounted to $212.- 
721,000, as compared with a monthly 
average of $25,440,000 during the prey 
vears 1936 to 1938. While the-Brewar 
figure should be dgybletito account for 
price incregsesthe growth in volume of 
ports is still large. American crops 
also have been much bigger, however, 
and the high standard of U.S. nutrition 
is not affected by the amount of food sent 
overseas. 

Wheat shipments in June amounted 
to $51,238,000, compared to $3,296,000 
a month before the war. Exports of whe 
flour totaled $15,505,000, agajpef $1.,- 
831,000 in 1936-38. UNRB&X purchases 
accounted for most of {4 increases. 

Meat exports hg¥€ been running about 
16 per cent_9production, but that ratio 
is due fe“drop as a free market brings 
mgre“animals to packing plants and Amer- 
cans get more meat for their own tables. 
@ Textiles probably will not become 
abundant in time to be taken off the list 
of controlled exports before the law ex- 
pires. They may be included, however, in 
any sweeping decontrol action during the 
winter or spring if the prospect for future 
production looks good at that time. More- 
over, French, Italian and Japanese fac- 
tories are beginning to turn out goods 
ease the world’s clothing shortage. 

Under present controls, abou 


the figure ranged betw 
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@ Metal shortagesYare aggravated by 
the continuing n for steel in American 


For all iron and steel products, June 
shipments from the U.S. were valued at 
$35,358,000, against a prewar average of 
$12,397,000 a month, but the specific 
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items critically needed at home are being 
held back from the export trade. 

Among the nonferrous metals, copper, 
zinc and lead are still on the list of ex- 
treme shortages. Stimulation of mining 
and imports by removal of price ceilings 

ont provide enough of these metals to 
increase iably the quantities avail- 
able for other countries: 

U.S. automobiles are going abroad 
no greater proportion to total production 
than before the war. But, with output 
down generally, that fact appears to give 
little solace to the American who is far 
down on the waiting list at his local 
dealer’s. Workers at one factory struck not 
long ago rather than finish cars with right- 
hand drives for the 6.3 per cent of pro- 
duction allowed for export. 

England, on the other hand, is per: 
mitting half her new cars to b d in 
other countries, but thetofal in units is 
still under Ajperita’s limited shipments. 

]_ Chetfiicals and related products also 
are being held in check as exports until 
the U.S. supply is much greater than ; 
present. Compared with a monthlyver- 
age of $10,298,000 in 1936-38;-shipments 
of chemicals in Jung—of this year 
amounted to $46,138000. Of that total, 
however, only~$16,528,000 represented 
controlled-ftems. Because of increased 
prices the higher dollar value does not 

ean necessarily that a greater volume is 
going overseas. 

In this field, American policy is to#e 
as liberal as possible with medicingsup- 
plies, but shortages prevent ful ent of 
any appreciable portion of g¥erseas re- 
quirements of penicillin, s#eptomycin or 
quinine. 
@ Building materigl now appear to 
have the least prgSpect of being decon- 
trolled for the &xport trade. In spite of 
war's destrugtion in many countries, U. S. 
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construction was halted by diversion of 
materials to military equipment, and the 
shortage in America is almost as acute 
as elsewhere. As a result, the National 
Housing Agency has authority to restrict 
or embargo the outflow of building ma- 
terials above and beyond the export con- 
trols administered by the Office of 
International Trade. 

Prefabricated houses, for instance, 
have been placed under complete em- 
bargo, and nails and sawmill machinery 
are strictly limited. 

Lumber allocations for shipment 
abroad have been reduced consistently 
since the first of this year, when domestic 











U.S. Exports Under 


Postwar 


needefor housing becameAtritical. The 

ota for the current qyfrter is 1.7 p 
cent of estimated production, compafed 
with 4% per cent bgfore the war. Eyén if 
the maritime stpfke is settled an? ship- 
ments can beAnade, exports of 1f0,000,- 
000 board S€éet in October, Novgfnber and 
Decempé€r will be less than forAany similar 
period in the last 20 years. 

Background of export 

.S. lies in the neutralify legislation af- 
fecting arms and ammyhition, scrap iron, 
helium and tin plate. At that time it was 
considered necessary¥ to conserve certain 
materials for Amepfcan defense and keep 
them out of te hands of potential 


ontrols by the 


enemies. 

Then, after/Pearl Harbor, the program 
was stepped/up on the principle of main- 
taining t essential civilian economy 


while shAring production with friendly 
nations/ The controls have been retained 
into fle postwar period to prevent too 
gregf a drain of goods to other countries 
wile American industry was reconvert- 
ifg to peacetime production. 

@ Decontrol is desired by U.S. busi- 
ness primarily because it will relieve com- 
panies selling abroad of one more piece 
of paper work. 

These companies argue that, in their 
own interest, they would not permit an 
excessive portion of their products to be 
shipped abroad. Many producers not 
affected by export controls are allocating 
output among domestic and overseas cus- 
tomers on a historical basis. They are 
looking ahead and say they want to keep 
the good will of both groups when the 
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trade patt@rn inevitably shifts from pres- 
ent sellers] market to a buyers’ market. 

Growing competition from other manu- 
facturing fountries is another factor indi- 
cating thgt export quotas soon will follow 
domestic/controls out the window. U. S. 
producergf believe they can adjust better 
to meet] this competition under a free 
rein tha with the rigid quotas of the 
Government still in force. 

England is shipping out all sorts of 
consumer goods and recently invited the 
world fo shop there in a “Britain Can 
Make [t” campaign. Next spring Britain 
will r@vive its Industries Fair, and one 
avowdd purpose of the exposition will be 
to gojafter business from Argentina and 
Brazij. 

Canada is increasing her exports, and 
SwitZerland is getting substantial business 
for Her machinery and chemicals in Ger- 
manfys former markets. Dutch textiles 
alrehdy are being sold in neighboring 
countries, and Sweden is finding a num- 
bey of new customers for her products. 
Even Russia has been exhibiting trucks, 
tractors and women’s clothing at the 
H@lsinki Fair in Finland. 

] Complete decontrol for the U. S. still 
li¢s in the future. Although Government 
yplicy is to remove restrictions on com- 

odities as soon as they reach the point 
gf being adequate to essential domestic 
eeds, controls will be kept as long as 
here is danger of bringing shortages at 
home by sending goods overseas. The 
outlook is, however, for a steady removal 
of the wartime controls that remain on 
the international trade of the U. S. 

Meanwhile, economists in other coun- 
tries are watching domestic prices in the 
U.S. for possible repercussions in their 
own business. If prices go up rapidly in 
the U.S., similar price advances may 
follow in other countries that find they 
must buy goods on the American market. 
It will take weeks to demonstrate to all 
countries the full impact on the world of 
decontrol inside the U. S. 
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SHARP RISE COMING 
IN RAYON PRODUCTION 


Germany, Italy and Japan expected 
to challenge supremacy of U.S. 
Reduction in prices is foreseen 


World output of rayon is to show 
sharp increases for at least two or three 
years. Rayon, in its various forms, is to 
become plentiful and probably cheaper. 

Competition between U.S. pro- 
ducers and those of other countries is 
likely to be keen. Potentially, the great- 
est challenge to present U.S. supremacy 
will come from former enemies—Italy, 
Germany and Japan. The coming 
scramble for markets indicates that rayon 
prices will ease, affecting prices for 
dresses, stockings and other rayon 
goods. 

Production in 1946, on a_ world 
basis, probably will reach 1,700,000,000 
pounds, about 10 per cent more than 
in 1945 but smaller than in any other 
year since 1936. War damage to rayon 
mills and shortages of raw materials and 
fuel are the main reasons for the rela- 
tively poor showing. Sharpest declines 
from war peaks are in Japan, Italy and 
Germany. 

But next year it is possible that output 
will jump by a third, or even a half. 
Given the raw materials, Italy, Germany 
and Japan will be capable of rapid re- 
coveries in production, and many other 
countries will be striving to increase both 
the making and selling of rayon. 

@ World production will be determined 
by the situation in these countries: 

The U. S., with about half the world’s 
output, is set to maintain its production 
of around 800,000,000 pounds. 

U.S. producers before the war paid 
little attention to exports, but now about 
10 per cent of output goes to other coun- 
tries, mainly in the Western Hemisphere. 
Exports now are lucrative; prices abroad 
for scarce rayon are high. As domestic 
demand becomes better satisfied, even 
greater efforts will be made to keep the 
markets built up during the war. 

In Britain, rayon manufacturers are 
working now at the full capacity of their 
machinery and labor force. More women 
are needed in the mills to drive produc- 
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tion above the present level of 200,- 
000,000 pounds a year. This is a little 
higher than prewar peaks. Exports of 
rayon yarn and piece goods also are 
above the prewar levels but are limited 
by the persistent demand at home. 
France, too, has pushed production to 
new records, despite shortages of replace- 
ment parts, cellulose and coal. Plans 
call for increasing rayon manufacture by 
1950 to around 140,000,000 pounds from 
the present 50,000,000. Much of the 
new production is destined for export. 
Germany, during the war, was the 
world’s largest producer. In 1943, about 
900,000,000 pounds of rayon were turned 
out. War damage to plants was small. 
Rayon is likely to be one of Germany’s 
major exports for years to come. She 
has the productive capacity, most of her 
own cellulose, enough caustic soda to 
make costs fairly cheap. German produc- 
tion next year could reach 400,000,000 


—French Press & Information 


SYNTHETIC TEXTILE 
French production near record 


pounds, if the Allies permit, although 
little rayon is being produced in Ger- 
many this year. j 

Italy already is well on the way toward 
rebuilding rayon markets abroad. Last 
year, Italian production was_ only 
7,000,000 pounds, compared with a peak 
of 420,000,000 in 1941. But this year’ 
production will be around 50,000,000 
pounds. 

Plants in Italy virtually were unscathed | 
by war. The only factors holding back 
production are difficulties in getting suf- | 
ficient cellulose from Scandinavia and ~ 
sufficient coal from any source. , 

Italy's greatest problem is financial. ” 

As Italy surmounts this problem — 
through loans or in other ways, her rayon © 
production will jump right back to 
around 400,000,000 pounds. Labor is— 
plentiful in Italy, and the machinery © 
is in place. | 

Already, a large proportion of Italy’s 7 
production is being exported. Italian — 
rayon is turning up in Northern Europe, 
India, South America and South Africa. 

Japanese production of rayon fell off | 
from 540,000,000 pounds in 1939 to © 
27,000,000 in 1945 as labor and materials © 
were diverted to war industries. Some 
rayon plants also were scrapped. Others 
were bombed. Japan still has a potential 
capacity of 350,000,000 pounds, how- — 
ever. Production in 1946 may be 10 or 
15 per cent of capacity. | 

Increased output in Japan depends on 
availability of cellulose, coal, caustic 
soda, industrial salt and machinery parts. © 

The cotton and silk industries now are 
getting more attention than rayon, but 
building up rayon exports is an impor- 
tant part of the recovery program in — 
Japan. Thus, reappearance of the “made 
in Japan” label in the rayon markets of 
the world is expected shortly. 

With reintroduction of low-cost rayons } 
from Italian, German and Japanese mills | 
in the next year or two, U.S. and British 
producers will not retain overseas mar- 
kets easily, and price wars may develop. 
@ Plant expansion. The situation will be 
complicated further by many new plants 
now projected. Greatest increases in ca- 
pacity will be in the Western Hemi- © 
sphere. Many countries are planning or 
building new plants. Canada, Brazil, © 
Cuba, Mexico, Peru, Australia and India | 
are among these. As production in these 
countries rises, their need for imports © 
will decline. 
@ The outlook is that rayon production 
will recover sharply in the next few years 
and that competition among established 
producers will intensify in world markets. — 
This should mean lower prices for the 


, rayon goods that people buy. 
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Ending of most price and wage controls in the U.S. will affect profoundly 
world commerce and industry. Mr. Truman's decision is more than a domestic affair. 
Export, imports, currencies can be affected but, most of all, the living 
of people who must buy in the U.S. or in markets dominated by American buying. 
Paramount effect will be dislocations, distortions in world trade. 
Instability in the U.S. is just what is feared by other countries, espe- 
cially Britain and Canada. Instability can be a spreading virus. And business 
trends, particularly in those two countries, are associated intimately with what 
happens in the U.S. 











Things other countries buy in the U.S. will cost them more on the average. 
What's important is that the things they buy are the great essentials-- 
wheat, canned foods, dairy products, fertilizer, tobacco, textiles, machinery. 
Rate of these purchases in the U.S. will fall off, cautious buying will 
rule. But many essentials cannot be bought in sufficient quantities elsewhere. 
So, diversion of buying to other markets, at least at first, will not be marked. 
Tendency of other countries to hold back, to buy later, will be fostered by 
American feeling that a shakeout, a recession with lower prices, is coming in 1947. 














Controls limiting American exports in certain lines may be relaxed..... 

The urge to sell abroad at fancy prices will lessen, as domestic prices rise. 

This means, too, that purchasers from abroad will have to compete pricewise 
now with Americans at home. "Set-asides" and purchases through the U.S. Govern- 
ment for other countries or UNRRA are things of the past. 

But big exporters in the U.S. are to make Sure that a portion of overseas de- 
mand is met. This is the long-term view, the school that thinks in terms of an 
American boom and then a bust, when exports again would become welcome business. 

Informal “set-asides" for external markets thus are likely. 











Things other countries sell to the U.S. now will be marked up..... 

A larger flood of dollars will flow out for coffee, cocoa, sugar, copra, 
zinc, newSprint and a host of other commodities the U.S. must import. 

But higher prices for producing countries mean that buying of other coun- 
tries, competing with the U.S. to get these commodities, will be more costly. 

Britain and France will fare better than others to the extent that they can 
buy in protected markets within their own empires. 














To prevent stripping of world markets by American buyers, the U.S. may 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


continue for a while longer import controls over scarce commodities. 

Such controls would be necessary if international allocations of scarci- 
ties, such as fats and oils, are to be successful. Otherwise, U.S. dollars 
could lure to this country virtually all there is of these commodities. 


Canada again is put on the spot by the U.S. decontrol now in prospect..... 

Lower prices there will tempt American buyers. Canada thus may have to 
Strengthen her export controls, unless she decides to decontrol prices herself 
or to revalue her currency again. The latter is unlikely at this time. 

Other countries with efficient controls over prices, such as Britain, her 
other Dominions and the Scandinavian nations, now will be under growing pressure. 
Increasing subsidies, or relaxation of price controls, may have to be considered. 

Chances are, however, that these countries will not take drastic action at 
once, will wait and see what happens in the U.S. 














Currency problems also are raised by the U.S. action..... 

Any serious decline in the purchasing power of the dollar would raise the 
question of revaluing other currencits to bring them into line. 

From this standpoint, U.S. decontrol is trying particularly for the Inter- 
national Monetary Fund. Now attempting to link together the parities of world 
currencies, the Fund has been counting on a dollar stable in value. 





Dollar holdings and dollar loans of other countries, totaling around $22,- 
000,000,000, in effect will be cut as U.S. prices rise and dollars buy less. 

As this process continues, pressure on the International Bank to start mak- 
ing dollar loans will increase. 





Plans of the International Bank now are coming into clearer focuS..... 

Early in 1947, if conditions are favorable, the Bank will put its first issue 
of bonds on the U.S. market. This will be a pilot issue, to feel out the mar- 
ket. A 10-year debenture at 2% to 3 per cent is reported under consideration. 

Later, in 1947, the Bank may issue $1,500,000,000 to $2,000,000,000 in se- 
curities. They probably will be long maturities, carrying interest rates % to % 
per cent above those on comparable issues of the U.S. Government. 

Present plans are for these offerings to be made only in the U.S. market. 
Most of the early demands on the Bank will be for dollars. Flotations later may 
be made in Canada and, after they become members, Sweden and Switzerland. 

By the end of May 1947, the Bank also will have collected $1,500,000,000 
from its members as a result of calls. ’ 

Present and prospective holdings of ebout $3,000,000,000, from these calls 
and security issues, may prove small in relation to demand for loans. 

Already half a dozen countries are hammering at the door, want $1,500,- 
000,000 in loans. New applications will be received in due course. 

But the Bank has no intention of rushing into loans, will seek geographic 
diversification among other things. 

Unusual situation is that the Bank's borrowers, through membership on the 
. Board of Executive Directors, will have a hand in determining who gets loans and 
how much. This is a far cry from ordinary concepts in banking and could lead to 
logrolling. Already some observers feel that mutual-aid blocs are being built 
up. However, the U.S. and Britain hold the balance of voting power. 
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(Text of radio address by U.S. Secretary of State 
James F. Byrnes, delivered on Oct. 18, 1946, reviewing 
the results of the Paris Conference.) 


| ¥T Is Now 15 months since the decision was reached at Pots- 
I dam to set up the Council of Foreign Ministers to start the 
| preparatory work on the peace treaties with Italy, Bulgaria, 
' Romania, Hungary and Finland. 

' Those months have been hard, difficult months. 

At the Council of Foreign Ministers and at the Paris Peace 
| Conference, your representatives were a united and _ har- 
_monious delegation acting under the guidance and instruc- 
| tions of the President of the United States. The difficult tasks 
' were immeasurably lightened by the splendid work and co- 
‘operation of my associates, Senator Connally, Democratic 
Chairman of the Foreign Relations Committee, and Senator 
Vandenberg, spokesman for the Republican Party in foreign 
affairs. In the Conference we have represented no political 
parties. We have been united in representing the U. S. 

After every great war, the victorious allies have found it 
' difficult to adjust their differences in the making of peace. 
Even before the fighting stopped, President Roosevelt 
-warned us that: “The nearer we come to vanquishing our 
enemies the more we inevitably become conscious of differ- 
'ences among the Allies.” 

That was why President Roosevelt was so insistent that 
the United Nations should be established before the peace 
> settlements were made. 

It was inevitable that in the making of concrete peace 
'settlements the Allies should discuss and debate the issues 
on which they disagree and not those on which they agree. 
It was also inevitable that such discussions should emphasize 
-our differences. 

_ That is one reason I have continuously pressed to bring 
-about agreements upon the peace settlements as rapidly as 
possible. 

_ Leaving unsettled issues which should be settled only 
serves to increase tension among the Allies and unrest among 
the peoples affected. 

' We cannot think constructively on what will or will not 
contribute to the building of lasting peace and rising stand- 
ards of life until we liquidate the war and give the peoples 
of this world a chance to live again under conditions of peace. 
_ It is difficult to deal with the problems of a convalescing 
_world until we get the patient off the operating table. 

' These treaties are not written as we would write them if 
'we had a free hand. They are not written as other govern- 
‘ments would write them if they had a free hand. But they 
‘are as good as we can hope to get by general agreement now 
‘or within any reasonable length of time. 

Our views on reparations are different from the views of 
countries whose territories were laid waste by military opera- 
tions and whose peoples were brought under the yoke of 
‘alien armies and alien gestapos. 

The reparation payments are heavy—excessively heavy in 
some cases. But their burdens should not be unbearable if 
the peoples on which they are laid are freed from the burdens 
of sustaining occupying armies and are given a chance to 
tebuild their shattered economic lives. 

_ For Europe, with her mingled national economies, there 
‘are no ideal boundary settlements. | 
The proposed settlement for the Trieste area was long and 
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‘HAND OF FRIENDSHIP’ TO SOVIET ets 


Text of Secretary Byrnes’s report on progress of the peace 


warmly debated. The Conference approved the proposal of 
the Council of Foreign Ministers that this area should become 
a free territory under the protection of the United Nations. 
The Conference also, by a two-thirds vote, made recommenda- 
tions for an international statute defining the responsibilities 
of the United Nations in relation to the free territory. Such 
recommendations are an expression of world opinion and 
cannot be arbitrarily disregarded. 

Those recommendations of the Conference provide that 
the Governor appointed by the Security Council should have 
sufficient authority to maintain public order and security, to 
preserve the independence and integrity of the territory and 
to protect the basic human rights and fundamental freedoms 
of all the inhabitants. 

The minority proposal, which was supported by the Soviet 
Union, Yugoslavia and other Slav countries, would have made 
a figurehead of the United Nations Governor and would have 
given Yugoslavia virtual control of the customs, currency and 
foreign affairs of the territory. Certainly we could not agree 
to that. It would make the territory a protectorate of Yugo- 
slavia and leave the United Nations powerless to prevent it 
becoming a battleground between warring groups. There 
must be no seizure of power in Trieste after this war as there 
was in Fiume after the last war. 

The Yugoslav delegation advised the Conference it would 
not sign the treaty recommended. My hope, however, is that, 
after consideration, Yugoslavia will realize that just as other 
states have made concessions she must make concessions to 
bring about the peace. 

Although the Council of Foreign Ministers were unable to 
agree to any change in the Austrian-Italian frontier, the repre- 
sentatives of Austria and Italy at Paris were encouraged by 
the American delegation to reach an agreement which should 
help to make the South Tyrol a bond rather than a barrier 
between the two peoples. 

It is my earnest hope that Czechoslovakia and Hungary, and 
Romania and Hungary, may find by common agreement 
somewhat similar solutions to their complicated nationality 
problems on the basis of working together as friends and 
neighbors. We in America know that people of many different 
races and stocks can live together in peace in the U.S. They 
should be able to live together in peace in Europe. 

At Potsdam, in the summer of 1945, President Truman 
stressed the importance of providing for free navigation of 
the great international rivers in Europe on terms of equality 
for the commerce of all states. 

President Truman was not seeking any special advantage 
for the United States. He was seeking to promote peace. He 
was seeking to ensure that these great waterways should be 
used to unite and not divide the peoples of Europe. 

The delegations representing the Soviet Republics and the 
Slav countries vigorously opposed the proposal. 

The Paris Conference recommended by a two-thirds vote 
that the treaties should ensure freedom of commerce on the 
Danube on terms of equality to all states. 

I hope that when the Foreign Ministers meet we can agree 
upon the adoption of this recommendation. 

In recent weeks much has been said about acrimonious 
debates and the divisions in the Paris Conference. Back of 
those debates and divisions were real and deep differences in 
interest, in ideas, in experience, and even in prejudices. 

Those differences cannot be dispelled or reconciled by a 
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mere gloss of polite words. And in a democratic world those 
differences cannot and should not be kept from the peoples 
concerned. 

In a democratic world, statesmen must share with the 
people their trials as well as their triumphs. 

It is better that the world should witness and learn to 
appraise clashes of ideas rather than clashes of arms. 

If this peace is to be lasting, it must be a people’s peace. 

The peoples of this world who long for peace will not be 
able to make their influence felt if they do not know the con- 
flicts in ideas and in interest that give rise to war and if they 
do not know how the statesmen and the peoples of other 
countries view those conflicts. 

But it is our hope that in international democracy, as in 
national democracy, experience will prove that appeals to 
reason and good faith, which unite people, count for more in 
the long run than appeals to prejudice and passion, which 
divide people. 

In a world where no sovereign state can be compelled to 
sign or ratify a peace treaty, there is no perfect peacemaking 
machinery. Where boundaries, colonies and reparations are 
involved, a peace treaty cannot be made effective unless it 
is satisfactory to the principal powers. 

Under these circumstances, the Paris Conference provided 
as adequate an opportunity for the smaller states and ex- 
enemy states to express their views on the proposed treaties 
as it was practical to provide. 

The thing which disturbs me is not the lettered provisions 
of the treaties under discussion, but the continued, if not 
increasing, tension between us and the Soviet Union. 

The day I took office as Secretary of State I stated that 
“the supreme task of statesmanship the world over is to help 
them (the people of this war-ravaged earth) to understand 
that they can have peace and freedom only if they tolerate 
and respect the rights of others to opinions, feelings and ways 
f life which they do not and cannot share.” 

It is as true now as it was then that the development of 
sympathetic understanding between the Soviet Union and 
the United States is the paramount task of statesmanship. 

Suchunderst .ndingis necessary to make the United Nations 
a true community of nations. 

From the Potsdam Conference, which took place at the 
beginning of his administration, President Truman and I have 
worked, and we shall continue to work, to bring about an 
understanding with the Soviet Government. 

Two states can quickly reach an understanding if one is 
willing to yield to all demands. The United States is unwilling 
to do that. It is equally unwilling to ask it of another state. 

Every understanding requires the reconciliation of differ- 
ences and not a yielding by one state to the arbitrary will 
of the other. 

Until we are able to work out definite and agreed standards 
of conduct, such as those which govern decisions within the 
competence of the International Court of Justice and such as 
those which we hope may be agreed upon for the control of 
atomic energy, international problems between sovereign 
states must be worked out by agreement between sovereign 
states. 

But if states are to reach such agreements they must act 
in good faith and in the spirit of conciliation. They must not 
launch false and misleading propaganda against one another. 

They must not arbitrarily exercise their power of veto, 
preventing a return to conditions of peace and delaying 
economic reconstruction. 

No state should assume that it has a monopoly of virtue 
or of wisdom. No state should ignore or veto the aggregate 
sentiments of mankind. 

States must not unilaterally, by threats, by pressures or by 
force, disturb the established rights of other nations. Nor 
can they arbitrarily resist or refuse to consider changes in the 
relationships between states and peoples which justice, fair 
play and the enlightened sentiments of mankind demand. 
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We must co-operate to build a world order, not to sanctify 
the status quo, but to preserve peace and freedom based 
upon justice. 

And we must be willing to co-operate with one another— 


_ veto or no veto—to defend, with force if necessary, the prin- 


ciples and purposes of the Charter of the United Nations. _ 

Those are the policies we have pursued. In following those 
policies, we have been criticized at times for being too “soft” 
and at times for being too “tough.” I dislike both words. 
Neither accurately describes our earnest efforts to be patient 
but firm. 

We have been criticized for being too eager to find new 
approaches after successive rebukes in our efforts to effectuate 
those policies. And we have likewise been criticized for not 
seeking new approaches. We will not permit the criticism to 
disturb us nor to influence our action. 

We will continue to seek friendship with the Soviet Union 
and all other states on the basis of justice and the right of 
others, as well as ourselves, to opinions and ways of life 


‘which we do not and cannot share. 


But we must retain our perspective. 

We must guard against the belief that deep-rooted suspi- 
cions can be dispelled and far-reaching differences can be 
reconciled by any single act of faith. 

The temple of peace must be built solidly, stone upon 
stone. If the stones are loosely laid, they may topple down 
upon us. 

We must equally guard against the belief that delays or 
setbacks in achieving our objective make armed conflict 
inevitable. It is entirely possible that the failure or inability 
of the Soviet leaders to rid themselves of that belief lies at 
the very root of our difficulties. We will never be able to rid 
the world of that belief if we ourselves become victims to it. 

For centuries devout men and women thought it was neces- 
sary to fight with one another to preserve their different 
religious beliefs. But through long and bitter experience they 
learned that the only way to protect their own religious beliefs 
is to respect and recognize the rights of others to their re- 
ligious beliefs. 

War is inevitable only if states fail to tolerate and respect. 
the rights of other states to ways of life they cannot and do 
not share. That is a truth we must recognize. 

Because, in the immediate aftermath of war, our efforts 
to induce nations to think in terms of peace and tolerance 
seem to meet with rebuff, we must not lose faith. What may 
be unrealizable now may be realizable when the wounds of 
war have had a chance to heal. 

We must not lose faith, nor cease to struggle to realize 
our faith, because the temple of peace cannot be completely 
built in a month or a year. 

But if the temple of peace is to be built, the idea of the 
inevitability of conflict must not be allowed to dominate the 
minds of men and tear asunder a world which God made one. 

It is that idea of the inevitability of conflict that is throttling 
the economic recovery of Europe. It is that idea that is 
causing artificial tensions between states and within states. 

The ‘United States stands for freedom for all nations and 
friendship among all nations. We shall continue to reject the 
idea of exclusive alliances. We shall refuse to gang up against 
any state. 

But we stand with all peaceloving, law-abiding states in 
defense of the principles of the Charter of the United Nations. 

Any nation that abides by those principles can count upon 
the friendship and co-operation of the United States, irrespec- 
tive of national differences or possible conflict of interests. 

No country desires unity among the principal powers more 
than we or has done more to achieve it. But it must be unity 
founded on the Charter and not unity purchased at its 
expense. 

We deplore the tendency upon the part of the Soviet Union 
to regard states which are friendly to us as unfriendly to the 
Soviet Union and to consider as unfriendly our efforts to 














or VW 


t = y —_ 


® 








maintain traditionally triendly relations with states bordering 
on the Soviet Union. 

We deplore the talk of the encirclement of the Soviet Union. 
We have it from no less authority than Generalissimo Stalin 
himself that the Soviet Union is in no danger of encirclement. 

During the war the Baltic states were taken over by the 
U.S.S.R. The Polish frontier and the Finnish frontier have 
been substantially modified in Russia’s favor. K6nigsberg, 
Bessarabia, Bucovina and Ruthenia are to be given to her. In 
the Pacific, the Kuriles, Port Arthur and Sakhalin have been 
assigned to her. Certainly the Soviet Union is not a dispos- 
sessed nation. 

We know the suffering and devastation which Nazi aggres- 
sion brought to the Soviet Union. The American people came 
to the support of the Soviet Union even before the United 
States was attacked and entered the war. Our people were 
allies of the Soviet people during the war. And the American 
people in time of peace desire to live on terms of friendship, 
mutual helpfulness and equality with the Soviet people. 

Before the Paris Peace Conference, the U. S. spared no ef- 
fort to reconcile its views on the proposed peace treaties with 
those of the Soviet Union. Indeed, it was the Soviet Union 
which insisted that our views be reconciled on all questions, 
which the Soviet Union regarded as fundamental before the 
Soviet Union would consent to the holding of the Conference. 

If, therefore, in the Conference we differed on some ques- 
tions, they were not questions that were fundamental from 
the Soviet viewpoint. 

While there were many issues which attracted little 
public attention on which the Soviet Union and the U. S. voted 
together, it was regrettable that on many issues which did 
command public attention the Soviet Union and the newly 
established governments in Central and Southeastern Europe 
voted consistently together against all the other states. 

Whatever considerations caused this close alignment of 
the Soviet Union and her Slav neighbors on these issues, other 
states were not constrained to vote as they did by any caucus 
or bloc action. 

It requires a very imaginative geographic sense to put 
China or Ethiopia into a Western bloc. And it was quite 
evident to discerning observers at Paris that not only China 
and Ethiopia but Norway and France were particularly solicit- 
ous to avoid not only the fact, but the suspicion, of alliance 
with any Western bloc. 

If the voting cleavage at Paris was significant, its signifi- 
cance lies in the fact that the cleavage is not between the 
United States and the Soviet Union, or between a Western 
bloc and the Soviet Union. The cleavage is based upon con- 
viction and not upon strategy or hidden design. 

I should be less than frank if I did not confess my 
bewilderment at the motives which the Soviet delegation 
attributed to the United States at Paris. Not once, but many 
times, they charged that the United States had enriched 
itself during the war, and, under the guise of freedom for 
commerce and equality of opportunity for the trade of all 





liduons, was now seeking to enslave Europe cconomically. 

Coming from any state, these charges would be regrettable 
to us. They are particularly regrettable when they are made 
by the Soviet Government to whom we advanced more than 
$10,000,000,000 of Lend-Lease during the war and with 
whom we want to be friendly in time of peace. 

The United States has never claimed the right to dictate 
to other countries how they should manage their own trade 
and commerce. We have simply urged in the interest of all 
peoples that no country should make trade discriminations 
in its relations with other countries. 

On that principle the United States stands. It does not 
question the right of any country to debate the economic 
advantages or disadvantages of that principle. It does object 
to any government charging that the United States enriched 
itself during the war and desires to make “handouts” to 
European governments in order to enslave their peoples. 

Long before we entered the war, President Roosevelt took 
the dollar sign out of the war. He established Lend-Lease as 
the arsenal of democracy and opened that arsenal to all who 
fought for freedom. Europe did not pay, and was not asked 
to pay, to build or to replenish that arsenal. That was done 
with American labor and American resources. 

The Lend-Lease settlements inaugurated by President 
Roosevelt have been faithfully and meticulously carried out 
by President Truman. 

We want to assist in European reconstruction because we 
believe that European prosperity will contribute to world 
prosperity and world peace. That is not dollar democracy. 
That is not imperialism. That is justice and fair play. 

We in America have learned that prosperity, like freedom, 
must be shared, not on the basis of handouts, but on the basis 
of the fair and honest exchange of the products of the labor 
of free men and free women. 

America stands for social and economic democracy at home 
and abroad. The principles embodied in the social and eco- 
nomic reforms of recent years are a part of the American 
heritage. 

It would be strange indeed if, in this imperfect world, our 
social and economic democracy were perfect, but it might help 
our Soviet friends to understand us better if they realized 
that today our social and economic democracy is further away 
from the devil-take-the-hindmost philosophy of bygone days 
than Soviet Russia is from Czarist Russia. 

Whatever political differences there may be among us, we 
are firmly and irrevocably committed to the principle that it 
is our right and the right of every people to organize their 
economic and political destiny through the freest possible 
expression of their collective will. We oppose privilege at 
home and abroad. We defend freedom everywhere. And, in 
our view, human freedom and human progress are inseparable. 

The American people extend the hand of friendship to the 
people of the Soviet Union and to all other people in this war- 
weary world. May God grant to all of us the wisdom to seek 
the paths of peace. 





RUSSIA’S EVALUATION OF PARIS 


Excerpt’s from Molotov’s review of the Peace Conference 


(Excerpts from an address to the Peace Conference 
on Oct. 14, 1946, by Soviet Foreign Minister Molotov, 
according to an unofficial translation.) 


7” EXAMINING THE PEACE TREATY with Finland, the Confer- 
ence is completing its work, and we now can see what are 


the first results, the general results, obtained in the course of 
this Conference. The latter, meeting in Paris, constitutes the 


first attempt to institute broad collaboration among all the 
states and to establish a firm peace after the war which has 
just taken place. 

We see united here the representatives of small countries 
beside the representatives of big ones, with a view of estab- 
lishing the peace treaty drafts with Italy, Romania, Bulgaria, 
Hungary and Finland. These treaties must constitute the 
foundation of a firm peace in Europe. 
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But, to answer our expectations, these treaties must cor- 
respond to the profound aspirations of the peoples and be the 
effective rampart against aggression. Consequently, they must 
allow democracy’s principles to prevail and establish the re- 
sponsibility of the aggressor and punish him, and that without 
‘a spirit of vengeance toward the vanquished party. They also 
must guarantee the security of the peoples and forge their 
union against any new aggression. 

This Conference was preceded by important preliminary 
work accomplished by the Council of Foreign Ministers of 
the Big Four. That Council examined the principal questions. 
It took decisions notably as regards the frontiers of the enemy 
countries. It studied the question of reparations, although it 
did not deal with it in its entirety. It likewise set restrictions 
of a military nature which will be imposed on Germany's 
satellite countries. 

On a great number of points, agreement could be realized 
among the Big Four. On the other hand, certain others could 
not be settled. Economic questions in particular did not see 
a complete agreement of the Big Four realized. Other ques- 
tions of lesser importance likewise were not handled. 

The Paris Conference was then assembled to give its opin- 
ion on the clauses contained in the peace treaty, clauses on 
which the four had reached agreement, as well as clauses on 
which it did not yet exist. 

Now what are the first lessons to be drawn from the sessions 
which have been held? 

One notes that the questions on which the Big Four already 
had reached agreement also received the agreement of the 
21. Changes have indeed been made here and there, but they 
do not modify the substance of the prepared texts except as 
regards Trieste. 

In the case of Trieste, we have indeed seen the Conference 
take a step backward compared with what had been proposed. 
A decision of an antidemocratic character was taken which 
does not conform with what we find in the text proposed by 
the Council of the Big Four. 

Who is responsible for this disagreement, for this lack of 
solidarity? This responsibility weighs heavily on three coun- 
tries, the United States, the United Kingdom and France, 
which have violated the engagement made. 

If we now examine the contents of the clauses on which 
the Big Four had come to agreement, on which agreement 
then could be reached by the 21, we note that these results, 
which we all know, were in general satisfactory. 

We know that the decisions taken in this regard do answer 
to the aims sought by the democratic powers. None the less, 
there is a lesson which emerges from it. It is that, when the 
countries which have borne the greatest part of the burden 
that fell on the shoulders of the United Nations during their 
fight against the common enemy, when the Big Four have 
come to agreement, it seems that the essence of this agree- 
ment does correspond to the wishes of the entire demo- 
cratic world. 

But sometimes this agreement could not be obtained among 
the Big Four, notably as regards the questions of reparations, 
of property abroad belonging to ex-enemy countries or their 
nationals, of the disposal of certain assets, or again the ques- 
tion of the Danube. 

The result of the examination of this question that took 
place in the commissions is now before us. Well, it is not as 
satisfactory as those obtained in the solution of those ques- 
tions belonging to the first category. 

If the four-power Council had been able to furnish a sup- 
plementary effort to reach agreement, if certain members of 
the Council had not judged that an effort of this kind was 
useless, it seems that we could have reached this preliminary 
agreement, and that the results on these questions in the work 
of the Conference would have been as satisfactory as the re- 
sults obtained on the questions on which the Big Four had 
reached agreement. 

That is why the balance sheet, the complete result of this 
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Conference, cannot be considered satisfactory. In fact, it igs 
not satisfactory on numerous questions which were the ob- 
ject of insufficient preparation and concerning which certain 
countries, members of the four-power Council and having a 
practically assured majority in the Conference, did not wish 
to continue the examination. These countries are the key- 
stones of a group that succeeded in imposing its will on the 
Conference by the game of majority votes. 

The first cause of this unsatisfactory work that comes from 
examining the results of the Conference comes from the fact 
that, throughout the entire duration of this Conference one 
group of countries showed the desire of dominating, of dic- 
tating to other countries what they considered essential. 

In drawing up their recommendations, the commissions ap- 
plied the rules of procedure to determine whether solutions 
were to be presented as recommendations to the Conference. 
To obtain this qualification of “recommendation,” every pro- 


_ posal had to be adopted by a commission by a two-thirds 


majority. 

Take, for example, the Danubian question, and we find no 
recommendation. The nonriparian countries of the Danube 
were unable to obtain a two-thirds majority to impose their 
point of view against the desires of the riparian countries. 

The question was simply transmitted to the plenary con- 
ference, and there decisions relative to navigation on the 
Danube were taken by a majority of 15 to 6. However, in this 
majority of 15 votes were countries like Norway, India and 
Ethiopia, etc., whose votes played a decisive role in the vote. 

It seems, however, that these countries should have been 
able to bring to the examination of a question of this order, 
to a question like the Danube, a spirit of perfect impartiality. 
They would only have been able to judge if they had had the 
possibility of voting without being the object of pressure from 
another country. 

Why, for example, did India make a decision on the Danu- 
bian question? What are the Hindu interests that demanded 
the convocation of a Danubian conference? The Indian dele- 
gation voted as indicated by the United Kingdom. Its decision 
was taken without any impartiality. 

The clearest result of this manner of action is that we have 
arrived at the end of the Conference without having decided 
a question as grave as that of the Greco-Bulgarian frontier. To 
tell all, this vote, this decision concerning the Greco-Bulgar- 
ian frontier, only serves those who are fomenting new aggres- 
sions, and not those who want to serve the cause of peace. 

Our Bulgarian friends can be calm. This evil vote will not 
be ratified by the four-power Council. What was not judged 
good before the opening of the Conference will not be judged 
good afterward, nor will it be accepted by public opinion. 
That is why we can say to our Bulgarian friends: be calm. 
The frontier will remain as it is. 

When the chief United States delegate, for example, voted 
“no,” it was the signal for a cascade of others “noes”—12 to 13 
—which assured a majority. We have been able to state that 
a group here was able to impose its decisions, whether just or 
not, simply because these decisions pleased this dominating 
group. 

As for the Trieste question, these three powers did not main- 
tain the point of view that they had adopted in the Council 
of four. They did, in fact, judge the moment favorable to 
withdraw their decision, although it conformed with the pur- 
est democratic spirit, and by doing that the three powers that 
I have named have broken their most formal engagement. 

Senator Vandenberg tried to prove that the reparations im- 
posed on Finland were too heavy for the country’s economy 
... it is not without uneasiness, without distrust, that we see 
this “flirt” with a small country, and that under the cover of 
good intentions. 

We have seen that the United Kingdom proposed not seiz- 
ing Finland’s assets abroad. However, when discussing the 
same clauses in the peace treaties with Hungary, Romania 
and Bulgaria, there was no question of a similar proposal. ... 
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On the contrary, the United Kingdom made of that an ex- 
ceptional case in favor of Finland. But this playfulness hides 
a scheming. The United Kingdom is trying to change the cur- 
rent of present friendships in Finland, and I have already 
warned the Finnish Government of the danger inherent in 
measures of this order. .. . 

Turning to another question, I notice that an attack is be- 
ing mounted now against the right of veto, an attack that is 
to be unleashed during the work of the General Assembly. 

Day before yesterday, there were preliminary declarations 
coming from Australia and Cuba. Yesterday, it was no less 
than the President of the General Assembly, M. Spaak, who 
also made a statement directed against the right of veto. 

But, in reality, it is not the right of veto which is involved 
but to know whether we want to set up a collaboration among 
all in the heart of an existing organization in which we are 
all represented, a frank collaboration between big and small 
countries. 

Unfortunately, we see the President of the General As- 
sembly himself—he who should have the Charter of the United 
Nations at his fingertips—criticizing the United Nations Char- 


ter, where it is written that the concurring votes of the Big 
Five are necessary on all questions relative to peace and 
security. ... 

Someone is trying to blow on the coals. . . . By lending him- 
self to this game, M. Spaak is not serving the cause of inter- 
national collaboration. He is serving other ends which should 
be foreign to the United Nations. 

But the war has ended, and we are now witnessing a series 
of regrettable temptations. Whatever these temptations may 
be, no matter where they come from, they are directed toward 
the use of the work of the United Nations or the results of 
this Peace Conference to serve the exclusive interests of a 
group of countries. And against these temptations the Soviet 
Union will always protest everywhere. 

On the other hand, wherever is shown a sincere desire of 
collaboration between small and large countries on the basis 
of a frank and absolute friendship, of respect for the interests 
of all and of equality in the democratic sense of the word, 
there will be found full support from the Soviet Union. 

That is the policy we follow. That is the only policy we 
judge to be good. 





‘SLAVE LABOR’ IN YUGOSLAVIA 


Text of U.S. protest against mistreatment of American citizens 


(Text of U. S. note to Yugoslavia, made public Oct. 18, 
1946, protesting treatment of American citizens in Yugo- 
slav concentration camps. The note was transmitted 
by Richard C. Patterson, Jr., U.S. Ambassador to 
Belgrade.) 


M:< GOVERNMENT HAs fully considered the views expressed 
in the Embassy’s note of Aug. 28, 1946, protesting 
against the treatment given to Kristian Hegel in respect to 
his confinement in concentration camps since Nov. 26, 1944, 
and the hiring of him at forced labor to private employer. 
The view expressed in the Foreign Office note of September 
7, to the effect that “persons being detained may be let work 
in an appropriate way,” is in full harmony with the laws and 
customs of other civilized peoples and has been noted. 

The Government of the United States has received from 
other sources information, in which it is impelled to place 
confidence, indicating that in many other cases the following 
practices have been and are being followed by the Yugoslav 
Government in dealing with persons having a valid claim 
under the laws of the United States to be considered Ameri- 
can citizens. , 

It appears that these individuals, who have been convicted 
of no crime whatever, have been confined in camps under 
the administration of the Yugoslav Government; that some 
of them have died as result of conditions and treatment in 
these camps; and that survivors are being hired out by the 
Yugoslav state to private individuals for farm labor, factory 
labor and other forms of hard labor for which they personally 
receive no remuneration whatever. 

It further appears that sums of from 15 dinars to 50 dinars 
per day are received by Yugoslav Government from the em- 
ployers of these persons. No benefit therefrom accrues to 
the American citizen concerned. The unfortunate victims of 
this practice receive from their employer only such shelter 
and food as the latter deems fit to give them and are com- 
pelled by him to work for as many as 12 hours daily. 

The United States Government states its abhorrence and 
condemnation of the practices described above. They are 
violations of established principles of international law gov- 
erning the protection of foreign subjects, constituting in- 


voluntary or forced labor in denial of the natural rights of 
human beings and possessing no features distinguishable 
from slave labor. ) 

International tribunals have repeatedly held that such 
treatment of a nation’s citizens abroad is in disregard of 
civilized standards of justice and that it engages the responsi- 
bility of the state to the full extent of the damages suffered 
by the individuals concerned. 

Nor has the fact that nationals are given the same treat- 
ment ever been regarded as excusing the international delin- 
quency. The United States Government rejects the protest 
of the Yugoslav Foreign Office, in its note of September 7, 
against the characterization of this practice as slave labor 
and denies that the practice is, as stated by the Yugoslav 
Foreign Office, in full harmony with the laws and customs 
of civilized peoples. 

Even so far as concerns prisoners of war captured in the 
heat of battle between states, the relevant international con- 
vention signed at Geneva on July 27, 1929, provided in 
Article Three for the retention of individual civil rights and 
respect of the personality of the individual prisoner of war. 

Provision is made in Section Three of that convention for 
forced labor but only in terms consonant with enlightened 
labor practices involving the full responsibility of the detain- 
ing power for the proper feeding, clothing, and shelter of 
the prisoners of war, for their proper treatment, and for the 
reasonable regulation of their working hours. 

Thus, the practice of nations in respect to the soldiers 
of a belligerent power, captured in the heat of battle while 
bearing arms, is superior to the practice of the Yugoslav 
Government with respect to individuals claiming the nation- 
ality of a friendly power which contributed materially to the 
liberation of Yugoslavia from enemy occupation and subse- 
quently contributed in terms of goods and assistance to the 
reconstruction of Yugoslav economy. 

The United States Government deplores the attitude of 
the Yugoslav Government, as evinced in its notes of Septem- 
ber 7 and August 13, regarding the rights of American citi- 
zens who, without any legal procedure, are being deprived 
of their natural rights in the matter outlined above and expects 
that remedial measures will promptly be taken. 
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Japan Presses Allies 
For Peace Treaty Soon 


Now that the Paris Peace Confer- 
ence is over, the Japanese Govern- 
ment is beginning to put out feelers 
for an early peace treaty for the Pa- 
cific. Members of the Government 
have been quietly urging occupation 
authorities in Tokyo to use their in- 
fluence to hasten peace negotiations. 
They argue that the country’s recov- 
ery cannot take hold until the sign- 
ing of treaty terms. The Allies sus- 
pect, however, that the real reason 
for the pressure is a desire of the pre- 
sent Government in Japan to hasten 
the end of military occupation. 
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Anglo-American diplomats dis- 
count, but do not wholly dismiss, the 
possibility that Russia might try to 
block four out of the five peace treaties 
drafted during the Paris Peace Con- 
ference. The treaty with Finland is 
not expected to encounter trouble. 
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Berlin’s fabulous black market in 
cigarettes is folding up. There was a 
time when big profits were made by 
black marketeers dealing in Ameri- 
can-made cigarettes. But the law of 
supply and demand is beginning to 
catch up. The price has been going 
down steadily for some weeks now. 
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A campaign by workers for a uni- 
versal 40-hour week in Britain is like- 
ly to follow the present agitation over 
the “closed shop” issue. Although 
some union leaders and Government 
spokesmen want the 40-hour-week 
drive delayed for at least two years 
because of the manpower shortage, 
many rank-and-file unionists are urg- 
ing action sooner. Reason for the pres- 
sure is a hope of regaining wartime 
wages through overtime. Fear of com- 
ing unemployment, despite Govern- 
ment assurances to the contrary, is 
another factor. 
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Moscow Orders Tito 
To Check Repression 


Although Russia’s oil concession in 
Northern Iran has not yet been rati- 
fied formally by Iran’s Parliament, re- 
ports are reaching the United States 
that borings and testing already are 
under way in the Russian concession 
area. A U. S. oil company explored 
the region before the war and came 
to the conclusion that developing it 
would be uneconomical so far as Am- 
erican interests were concerned. 
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Only about 50,000 Germans re- 
main in Bohemia and Moravia and 
most of those evicted have been re- 
placed with Czechoslovak settlers. 
Authorities in Prague say that 85 per 
cent of the resettlement program has 
been completed in the 17 months 
since it was begun. 


o 0 Oo 


Moscow has told Marshal Tito to go 
slow in repressing his opposition in 
Yugoslavia. The Communists want 
the Yugoslav Government to avoid 
any more clashes with the outside 
world until after all the peace terms 
with the former satellites of Germany 
have been settled. 
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The Chinese air force is being re- 
organized along American lines under 
the direction of trained personnel 
from the U. S. Army Air Forces. The 
new Chinese corps, to be made up of 
about 600 first-line planes, will in- 
clude eight air groups comprising four 
fighter groups plus one heavy bom- 
ber, one light bomber and two troop 
carrier groups. 


o 0 90 


Diplomats of the Western powers, 
Great Britain and the United States, 
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Latin-American Press’ 


Censures Argentina 


are banking heavily on the General 


Assembly of the United Nations as | 


the place where the pressure of 
public opinion from the rest of the 
world can be brought on Russia as 
a means of bringing the Soviet Un- 
ion closer into line with Anglo-Amer- 
ican ideas. 
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Argentina’s policy of driving hard 
bargains in the sales of food to other 
countries is bringing a reaction from 
her neighbors. Newspapers in Brazil 
and Bolivia have objected to the terms 
exacted by Argentina. Now those 
newspapers in Chile that formerly 
boosted the administration of Presi- 
dent Juan Peron accuse Argentina of 


ignoring “moral considerations which © 


should be observed by peoples of a 
common origin.” 
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The size of the Belgian occupation 
zone in Germany will be doubled 
soon, making it two thirds as big as 
Belgium herself. A part of the terri- 
tory now occupied by Britain will be 
turned over to the Belgian occupation 
force. 
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In spite of the Government’s pro- 
gram to take over control of industry, 
there still is substantial private busi- 
ness activity inside Poland. Hundreds 
of small enterprises have not been 
nationalized because they employ 
fewer than 100 workers. These small 
concerns are able to produce and 
trade on a free market. 
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Palestine is not the only destination 
of illegal immigrants. For some time 
now, Italians have been sailing secret- 
ly from Sicily, seeking refuge in Trip- 
olitania. Most of the ships have been 
seized on arrival, but the movement 
continues. 
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Dear Subscribers: 

The publishers and staff of World Report wish 
to express their appreciation to the 100,000 men 
and women who have subscribed to this magazine. 

We have just received the 100,000th subscription 
check. This is a record in the field of newsweekly 
magazines. It has been accomplished within five 
months of the date of publication of the first issue. 

Inasmuch as World Report was sent "on approval" 


so that after seeing several issues you could decide 


for yourselves whether or not you wished to subscribe, 


this result is a vote of confidence in our new venture 


which heartens us beyond measure. 


UNITED STATES NEWS PUBLISHING CORPORATION 
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Dining salons with wide picture windows ... all passenger accommodations air-conditioned .. . all staterooms outside, each with private bath... 
= ’ P 


outdoor tiled swimming pools . . . some of the many features of the new “‘Santa”’ Liners. 


. i o. Today, American constitute Grace Line’s new fleet of twenty “Santas” 
<a = ‘ = a 
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hospitality finds fullest which links the Americas with maximum efficiency. 
expression in Grace 

Line’s nine new passenger ships, which combine the luxu- . \ 

rious accommodations of a cruise liner with exceptional \ | 

cargo space and the most modern cargo handling equip- : LINE 

ment. These vessels, with the completely modernized 


Santa Rosa and Santa Paula, and nine fast new freighters 





See your Travel Agent or GRACE LINE, 10 Hanover Square or Rockefeller Center, New York; Pittsburgh; Washington, D. C.; 


New Orleans; Houston; Chicago; Detroit; San Francisco; Los Angeles; Portland, Ore.; Seattle; Vancouver, B. C. 








